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Abstract 


According  to  this  report,  the  federal  market  demand  for  professional 
services  will  sustain  a 7%  compound  annual  growth  rate  in  the  FY  1990- 
1995  forecast  period.  This  market  is  now  expected  to  increase  from  $3.4 
billion  in  1990  to  $4.9  billion  in  1995. 

The  federal  professional  services  market  will  remain  highly  competitive 
and  face  increasing  pressure  from  small-business  and  minority-owned 
firms,  as  well  as  aerospace  firms.  In  addition,  the  market  continues  to  be 
highly  price  sensitive,  with  progressively  narrower  margins  and  more 
tightly  controlled  overhead.  This  report  analyzes  agency  plans  for  future 
use  of  professional  services.  It  also  discusses  vendor  status,  future 
market  plans,  and  selection  criteria;  vendor  performance  characteristics; 
contracting  policy  and  preferences;  and  major  contract  opportunities  in 
this  period. 

This  report  contains  210  pages  and  61  exhibits,  and  is  an  update  of  a 
previous  report  of  the  same  title. 
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Introduction 


The  Federal  Government  Professional  Services  Market,  1990-1995  is  a 
revision  of  a report  issued  in  July  1989.  The  report  has  been  revised  in 
response  to  continuing  client  interest  in  this  changing  market.  The  1990 
update  identifies  market  issues  and  trends  that  impact  professional  ser- 
vices contractors  and  vendors  entering  the  market  through  FT  1995. 
Insight  into  agency  requirements  and  perceptions,  and  contractor  guid- 
ance, are  offered  to  help  vendors  plan  their  strategies  to  compete  for 
federal  professional  services  contracts. 

This  report  on  professional  services  activities  that  are  provided  to  the 
federal  government  was  prepared  as  part  of  INPUT’S  Federal  Information 
Systems  and  Services  Program  (FISSP).  Reports  issued  through  this 
program  are  designed  to  assist  INPUT’S  U.S.  industrial  clients  in  plan- 
ning how  to  satisfy  future  federal  government  needs  for  computer-based 
information  systems  and  services.  The  report’s  findings  are  based  on 
research  and  analyses  of  several  sources,  including: 

• INPUT’S  Procurement  Analysis  Reports  (PARs) 

• OMB/GSA  Five-Year  Information  Technology  Plans  for  1990-1995 

• Interviews  with  leading  professional  services  contractors 

• Interviews  with  federal  agency  officials  who  manage  existing 
professional  services  contracts 

• Interviews  with  prime  contractors  of  existing  professional  services 
contracts 

• Federal  agency  GFY  1990  and  GFY  1991  Information  Technology 
Budgets 
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Scope 


B 

Methodology 


The  period  covered  in  the  report  is  GFY  1990  through  1995.  Vendor 
interviewees  were  selected  because  they  were  either  identified  as  con- 
tractors of  record  for  existing  professional  services  contracts  or  listed  as 
professional  services  vendors  in  INPUT’S  Vendor  Analysis  Program  data 
base  for  1989.  The  case  studies  of  professional  services  projects  were 
identified  through  previous  INPUT  Procurement  Analysis  Reports 
(PARs)  or  were  suggested  in  conversations  with  clients.  In  order  to 
obtain  complete  case  study  examples  of  awarded  professional  services 
projects,  agency  program  managers  and  representatives  of  the  prime 
contractor  of  record  for  specific  projects  were  both  interviewed. 

For  the  purposes  of  the  1990  study,  INPUT  defined  professional  services 
as  encompassing  the  following  categories  of  vendor  products  and  ser- 
vices (see  Appendix  B for  detailed  explanations  of  each  category): 

• Software  Development 

• Consulting  Services 

• Education  and  Training 

• Systems  Operations  (GOCO  Facilities  Management) 

This  report  excludes  systems  integration,  hardware  and  software  mainte- 
nance after  installation,  and  user  acceptance  as  product  categories  for 
professional  services. 


The  OMB/GSA  Five-Year  Plan  analysis  for  the  INPUT  Procurement 
Analysis  Report  was  reviewed  for  programs  to  be  initiated  during  the 
GFY  1990-1995  period.  INPUT  also  researched  agency  long-range 
plans  for  GFY  1990-1995  to  identify  significant  spending  changes  and 
leading  and  lagging  agencies  for  professional  services  opportunities. 

The  contractor  case  study  questionnaire  was  designed  to  acquire  sum- 
mary data  on  programs  that  have  been  awarded  to  professional  services 
contractors. 

The  questionnaires  developed  for  agency  officials  and  vendors  for  the 
earlier  version  of  this  report  are  also  included  in  Appendix  F: 

• The  agency  questionnaires  were  designed  to  acquire  information  about 
current  experience  and  plans  for  future  use  of  professional  services. 

• The  vendor  questionnaire  was  designed  to  acquire  information  on 
industry  status  and  future  federal  market  plans. 

• For  comparison,  both  included  similar  questions  about  contracting 
policy  and  preference,  selection  criteria,  and  vendor  performance 
characteristics. 

Federal  agency  officials  selected  for  interview  in  the  current  and  previ- 
ous editions  of  this  report  included: 


1-2 
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• Contract  officers 

• Program  managers 

Industry  representatives  selected  for  interview  in  the  current  and  previous 
editions  of  this  report  included: 

• Marketing  executives 
® Technical  executives 

• Corporate  executives 

• Project/program  managers  of  specific  professional  services  contracts 

The  current  versions  of  the  Federal  Information  Resource  Management 
Regulations,  Federal  Acquisition  Regulations,  Defense  Acquisition 
Regulations  (changes  to  FAR),  and  Multiple  Agreement  Schedule  policy 
were  investigated  to  identify  changes  that  will  impact  professional  ser- 
vices contracts  and/or  contract  performance. 


This  report  consists  of  five  additional  chapters: 

• Chapter  II  is  an  Executive  Overview  describing  the  major  points  and 
findings  in  this  report. 

• Chapter  HI  provides  the  market  forecast  and  describes  the  major  market 
issues  and  trends  impacting  the  industry. 

• Chapter  IV  summarizes  federal  agencies’  requirements  of  professional 
services  contractors  and  includes  case  study  examples  of  professional 
services  projects. 

• Chapter  V presents  the  vendors’  perspectives  on  the  federal  profes- 
sional services  market. 

• Chapter  VI  provides  a sample  of  business  opportunities  presented  by 
programs  and  initiatives  in  the  federal  market  that  anticipate  seeking 
the  services  of  a professional  services  contractor. 

Several  appendixes  are  also  provided: 

• Interview  Profiles 

• Definitions 

• Glossary  of  Acronyms 

• Policies,  Regulations,  and  Standards 

• Related  INPUT  Reports 

• Questionnaires 

Following  the  appendixes  is  a description  of  INPUT  and  its  programs  and 

services. 
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Pressures 


EXHIBIT  11-1 


Executive  Overview 


The  federal  market  for  information  technology  professional  services  is 
expected  to  continue  to  grow  over  the  next  five  years.  Some  of  the 
pressures  driving  this  growth  are  listed  in  Exhibit  II- 1.  Government 
programs  require  steady  improvement  in  both  the  quality  and  quantity  of 
information  technology  support. 


Federal  Market  Pressures 

• Improve  productivity 

• Technical  staff  shortage 

• Budget  deficit 

• Contracting-out  bias 


In  its  drive  to  improve  productivity,  to  do  more  with  less,  the  federal 
government  is  growing  increasingly  reliant  on  information  technology. 

At  the  same  time,  functional  and  pricing  trends,  especially  in  terms  of 
hardware  solutions  and  associated  software,  have  opened  new 
opportunities  in  government  for  using  technology. 

Agencies  continue  a heavy  commitment  to  maintain  and  enhance  existing 
systems,  as  well  as  developing  new  systems.  However,  staff  shortages 
effectively  prevent  in-house  performance  of  these  tasks.  However, 
pressure  to  reduce  the  federal  budget  deficit  increases  the  chances  that 
some  programs  will  be  eliminated. 
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During  the  1980s,  the  Reagan  administration  encouraged  contracting  out 
many  formerly  in-house  activities,  including  professional  services.  The 
emphasis  on  OMB  Circular  A-76,  as  well  as  Executive  Order  12615 
(“Performance  of  Commercial  Activities”),  illustrates  the  bias  toward 
contracting  out.  But  most  agencies  have  not  contracted  out  professional 
services  to  any  great  degree;  most  of  them  seem  to  have  quietly  given  lip 
service  to  Circular  A-76. 

Federal  personnel  policies  support  more  use  of  professional  services 
firms.  Practically  all  agency  executives  that  INPUT  interviewed  cited 
difficulty  in  hiring  staff  with  strong  technical  credentials.  Good 
candidates  can  usually  obtain  higher  salaries  in  the  private  sector. 



Market  Forecast  INPUT  estimates  that  the  federal  professional  services  market  will 

increase  from  $3.4  billion  in  FY  1990  to  $4.9  billion  by  FY  1995,  a 
compound  annual  growth  rate  of  7%.  Exhibit  II-2  displays  a breakdown 
of  the  market  into  four  subordinate  areas. 


EXHIBIT  11-2 


Professional  Services  Market 


Systems 
Operations 


Software 

Development 


Consulting  mM0°5 
Services  Q.6 


Education 


and  Training  o.4 


0.5 


El  1990 
□ 1995 


JL 


1 2 

User  Expenditures  ($Billions) 


CAGR 

(Percent) 

12 


9 


Totals  may  vary  due  to  rounding. 


n-2 


© 1990  by  INPUT.  Reproduction  Prohibited. 


FIFP7 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990-1995 


INPUT 


As  noted  in  the  exhibit,  INPUT  expects  systems  operations  to  continue  to 
experience  growth  over  the  next  five  years,  but  at  a lower  rate.  In  previ- 
ous years,  INPUT  included  the  professional  services  portion  of  systems 
integration  within  the  professional  services  forecast.  The  SI  portion  of 
the  forecast  usually  showed  the  greatest  growth  rate,  which  increased  the 
rate  of  the  overall  professional  services  market.  Now  INPUT  has  ex- 
cluded this  delivery  mode  and  thus  the  CAGR  will  be  lower  than 
previous  estimates. 

Last  year’s  forecast  showed  a big  increase  in  the  systems  operations 
(GOCO)  delivery  mode.  Last  year’s  CAGR  was  projected  at  15%,  and 
this  year  it  fell  to  12%.  The  shortage  of  in-house  technical  experts,  as 
discussed  above,  limits  many  agencies  in  managing  their  centers.  More 
and  more  agency  executives  are  looking  to  the  marketplace  for  creativity 
and  innovation  in  solving  government  problems. 

Though  software  development  has  traditionally  taken  the  biggest  piece  of 
professional  services,  INPUT  now  finds  this  changing.  The  growing  use 
of  software  packages,  as  well  as  agency  policies  encouraging  their  use,  is 
holding  down  the  increase  in  this  category.  The  other  categories  are  also 
growing  more  slowly,  due  primarily  to  a folding  of  these  activities  into 
systems  integration. 


Key  Application  Areas  Professional  services  have  supported  and  will  continue  to  support  a wide 

variety  of  application  areas.  Although  DoD  and  civilian  agencies  differ 
somewhat  in  their  emphasis,  the  application  areas  of  administration  and 
data  management  dominate  their  responses,  as  shown  in  Exhibit  II-3. 
Logistics  support  is  also  becoming  more  important  as  agencies  move  to 
automate  supply  and  delivery  processes. 


EXHIBIT  11-3 


Key  Application  Areas 

• Administration  and  logistics 

• Data  management 

• Financial 

• Information  systems 

• Office  automation 
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EXHIBIT  11-4 


Financial  activities,  along  with  logistics,  compose  the  largest  single  set  of 
applications.  Other  applications  cover  a range  of  information  systems 
and  appear  unique  to  individual  agencies.  However,  many  agencies 
mention  office  automation,  LANs,  distributed  processing,  and  centralized 
data  base  applications. 


INPUT’S  listing  of  the  top  five  professional  services  vendors  is  in  Ex- 
hibit n-4.  This  listing  does  not  change  significantly  from  year  to  year. 
CSC  and  Unisys  have  retained  their  rankings  from  INPUT’S  1989  report. 
Black  & Decker,  although  a new  name,  is  actually  two  familiar  faces  put 
together.  PRC  and  Advanced  Technology,  Inc.,  the  two  information 
systems  vendors  owned  by  Black  & Decker,  reported  combined  revenue 
to  INPUT  this  year.  In  1991,  the  companies  will  be  fully  combined 
under  the  name  PRC  Inc. 


Top  Five  Federal  Government 
Professional  Services  Vendors 
1989 


Vendor 

Rank* 

Computer  Sciences  Corp. 

1 

Unisys 

2 

Black  & Decker 

3 

Martin  Marietta 

4 

Grumman  Data  Systems 

5 

‘Based  on  information  from  vendors  for  calendar  year  1989. 


The  federal  professional  services  market  continues  to  grow  more  com- 
petitive as  more  firms  enter  the  market  and  margins  grow  tighter.  Ex- 
hibit XI-5  lists  the  competitive  forces  driving  the  market.  Further,  the 
government  sets  aside  many  professional  services  opportunities  for  small 
businesses  or  8(a)  firms.  Larger  companies  can  team  on  many  of  these 
opportunities,  but  new  rules  on  subcontracting  will  limit  their 
participation. 
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E 

Agency  Satisfaction 


EXHIBIT  11-6 


Competitive  Forces 

• Set-asides  for  8(a)  or  small  businesses 

• New  players  in  the  market 
-Aerospace  firms 

- Big  6 accounting  firms 
-Specialized  niche  firms 


Many  companies  that  traditionally  did  not  participate  in  this  market  are 
now  beginning  to  play  a major  role.  Aerospace  firms,  “Big  6”  accounting 
firms,  and  some  specialized  niche  vendors  are  strengthening  their  Wash- 
ington area  offices  to  pursue  this  market.  Some  specialized  niches 
include  software  development  relying  on  a particular  technical  discipline, 
training  on  certain  product  lines,  or  consulting  on  federal  IRM  acquisition 
practices. 


The  overall  level  of  satisfaction  with  contracted  professional  services 
remains  fairly  low.  Exhibit  II-6  compares  agency  satisfaction  levels  with 
vendors’  perception  of  those  satisfaction  levels.  For  the  most  part, 
vendor  responses  corresponded  to  those  of  agency  counterparts. 


Agency  Satisfaction  with 
Professional  Services  Vendors 


Vendor  Quality 

Ratings* 

Civil 

(DoD) 

Vendor 

Delivery  schedule 

2.8 

3.3 

2.9 

Cost 

2.9 

3.8 

3.2 

Project  management 

2.9 

3.4 

3.1 

Development  visibility 

3.1 

3.6 

3.1 

‘Scale  of  1 to  5,  with  5 being  highest 
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EXHIBIT  11-7 


The  low  satisfaction  levels  expressed  by  agencies  represent  a fundamen- 
tal vendor  problem  that  vendors  believe  can  be  alleviated  by  holding 
down  costs  and  adhering  to  delivery  schedules.  The  agencies  are  dissat- 
isfied with  the  vendors  because  they  believe  that  vendors  do  not  listen  to 
the  agencies’  needs  and  do  not  provide  the  solutions  that  agencies  want. 
The  data  suggests  sizable  problems  for  many  professional  services  firms, 
especially  among  civilian  agencies. 


As  another  measure  of  agency  satisfaction,  Exhibit  II-7  compares  the 
views  of  agencies  and  vendors  on  the  characteristics  of  successful  con- 
tractors. In  this  case,  DoD  and  Civil  agencies  differed  sharply  on  the 
rankings  of  vendor  characteristics.  The  DoD  ranked  price  and  software 
development  experience  as  most  important,  while  the  civil  agencies 
ranked  staff  experience  as  number  one  and  price  as  number  two.  It  is 
interesting  to  note  that  vendors  ranked  these  three  characteristics  as  high 
as  did  the  agencies. 


Rankings  of  Characteristics  of  Successful 

Contractors 


Ranking* 

Characteristic 

Civil 

Agencies 

DoD 

Agencies 

Vendors 

Price 

2 

1 

1 

Support 

4 

4 

7 

Staff  experience 

1 

5 

2 

Software  development 
experience 

3 

1 

3 

Application/functional 

experience 

4 

3 

6 

Federal  contract 
experience 

6 

7 

4 

Agency  experience 

7 

5 

4 

‘Ranking:  1 = Most  important,  7 = Least  important 
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EXHIBIT  11-8 


Vendors  need  to  accept  the  notion  that  though  program  managers  may 
prefer  incentive  contracts,  most  contracting  officers  still  prefer  to  do 
business  on  a fixed-price  basis.  Vendors  need  to  find,  and  put  into 
practice,  methods  of  pricing  and  managing  professional  services  contracts 
that  allow  them  to  minimize  risk.  To  constrain  costs  and  remain  competi- 
tive, vendors  should  make  maximum  use  of  automated  tools  to  increase 
their  productivity.  INPUT  also  recommends  the  steps  listed  in 
Exhibit  H-8. 


Recommendations 

• Vertically  penetrate  agency  customers 

• Maintain  positive  reputation 

• Survey  clients  for  potential  problems 

• Stress  standards  and  interoperability 


Vertical  penetration  relates  to  supporting  agencies  at  a series  of  points  in 
the  systems  process,  rather  than  just  through  a single  contract.  For 
example,  a successful  system  design  may  lead  to  substantial  follow-on 
work  in  systems  implementation.  This  kind  of  account  control  can 
frequently  be  very  profitable  for  professional  services  vendors. 

Maintaining  a positive  reputation  is  critical  in  the  federal  market,  despite 
stringent  procurement  rules.  Regardless  of  how  evaluation  criteria  are 
written,  agencies  can  usually  find  a way  to  avoid  contract  awards  to  an 
unwanted  bidder.  Vendors  could  further  improve  their  reputations  by 
surveying  their  clients  and  resolving  issues. 

Finally,  professional  services  vendors  can  improve  their  competitive 
positions  by  stressing  standards  and  interoperability.  Standards  are  a hot 
issue  right  now  in  the  federal  market,  because  so  many  systems  need  to 
communicate.  Systems  developed  in  accordance  with  published 
standards  will  be  more  valuable  to  agency  customers. 
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Market  Analysis  and  Forecast 


Over  the  past  few  years,  the  federal  government’s  use  of  professional 
services  contracts  has  grown  considerably.  This  growth  has  occurred 
despite  continuing  budget  constraints  in  many  agencies.  It  arises  from 
various  factors,  including  personnel  policies,  technically  complex  func- 
tional requirements,  and  growing  support  requirements,  which  are  dis- 
cussed later  in  this  chapter. 

The  forces  driving  this  growth  will,  however,  decline  during  the  remain- 
der of  the  Bush  Administration.  The  slow  growth  of  the  market  reflects 
the  decline  in  growth  in  the  total  federal  IS  budget  and  the  total  federal 
budget. 

The  slower  federal  budget  growth  has  led  to  intense  competition  for 
available  contracts.  Many  companies,  formerly  on  the  periphery  of  this 
market  and  historically  focused  on  other  areas,  are  now  pursuing  this 
market.  These  factors,  along  with  continuing  client  interest,  have  also  led 
INPUT  to  update  this  report  every  year. 


The  federal  professional  services  market  will  grow  from  $3.4  billion  in 
GFY  1990  to  $4.9  billion  in  GFY  1995,  at  a compound  annual  growth 
rate  of  7%,  as  illustrated  in  Exhibit  III- 1 . The  previous  expected  growth 
rate  for  this  market  was  8%. 

Professional  services  have  a variety  of  task  names.  Professional  services 
are  defined  by  INPUT  and  discussed  in  the  following  categories  (also  see 
Appendix  B): 

• Systems  Operations  (facilities  management);  for  example,  Govemment- 
Owned/Contractor-Operated  (GOCO)  projects 

• Consulting  Services 
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* Education  and  Training 

• Software  Development 


EXHIBIT  111-1 


Federal  Government  Professional  Services  Market 

GFY  1990-1995 

CAGR 
(Percent) 


Operations 


sasss&sssssisssssiss 


(GOCO) 

Software 

Development 


Consulting 

Services 


Education 
and  Training 


mm 


2.1 


Bl  1990 
□ 1995 


0 1 2 

User  Expenditures  (SBillions) 


12 


9 


-6 


1.  Systems  Operations  (FM) 

Systems  operations  or  professional  services  facilities  management 
(PSFM)  is  also  referred  to  as  GOCO  (Government-Owned/Contractor- 
Operated)  information  systems.  The  computing  equipment  is  owned  or 
leased  by  the  government,  not  the  PSFM  vendor;  the  vendor  provides  the 
staff  to  operate,  maintain,  and  manage  the  government’s  facility.  GOCO 
also  includes  operations  and  maintenance  (O&M)  contracts,  which  differ 
from  PSFM  in  that  vendors  have  less  or  no  direct  management/control  of 
the  facility.  Both  second-  and  third-party  maintenance  is  included. 
Typical  contract  tasks  included  in  this  submode  are: 

* Operation  and  management 

• Hardware  maintenance 
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• Software  maintenance 

• Site  preparation  and  installation 

In  INPUT’S  Market  Analysis  Program  (MAP)  report  on  the  federal 
sector,  hardware  and  software  maintenance  were  treated  separately. 
However,  hardware  and  software  maintenance  were  treated  as  one  cat- 
egory in  the  federal  report,  in  response  to  client  preferences. 

The  GOCO  market  is  mostly  responsible  for  growth  in  the  professional 
services  market.  The  systems  operations  (GOCO)  market  will  grow  from 
$1.0  billion  in  GFY  1990  to  $1.8  billion  in  GFY  1995.  Although  the 
growth  rate  for  this  portion  of  the  market  decreased  to  12%  (from  15% 
last  year)  for  this  period,  GOCO  shows  the  greatest  growth  rate  for 
professional  services.  Agencies  still  have  difficulties  hiring  and  retaining 
technically  competent  employees,  and  that  drives  the  need  for  systems 
operations  services. 

The  market  growth  is  also  probably  encouraged  by  the  growth  in  the 
commercial  side  of  the  systems  operations  market.  Many  commercial 
firms  are  now  turning  to  outsourcing  for  their  systems  support,  and  the 
federal  government  often  looks  to  the  private  sector  for  inspiration.  This 
is  ironic  because  traditionally  the  federal  government  has  been  more 
willing  to  relinquish  control  of  computer  facilities. 

A related  information  services  market  is  COCO  (Contractor-Owned, 
Contractor-Operated).  COCO  is  the  management  of  all  or  pan  of  a user’s 
data  processing  functions  under  a long-term  contract  of  not  less  than  one 
year.  This  would  include  remote  computing  and  batch  services.  To 
qualify,  the  contractor  must  directly  plan,  control,  operate,  and  own  the 
facility  provided  to  the  user — on-site,  through  communications  lines,  or 
in  a mixed  mode.  INPUT  does  not  include  COCO  as  part  of  the  profes- 
sional services  market,  putting  it  instead  under  processing  services. 

The  federal  COCO  market  will  grow  from  $306  million  in  GFY  1990  to 
$550  million  in  GFY  1995.  This  is  a compound  annual  growth  rate  of 
12%.  Market  growth  is  supported  by  the  continuing  trend  in  the  federal 
government  to  contract  out  many  lower  level,  labor-intensive  activities. 
Traditionally,  many  scientifically  oriented  activities,  such  as  those  at 
NASA  and  the  Energy  Department,  have  contracted  out  their  mission 
work.  Other  agencies  contract  out  their  administrative  systems  opera- 
tions, while  retaining  the  mission  activities  for  government  employees. 
The  COCO  market  is  treated  in  greater  detail  in  a companion  INPUT 
FISSP  report.  Federal  Processing  Services/Systems  Operations  Market. 
That  report  was  published  in  1989. 
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2.  Consulting  Services 

Consulting  services  in  the  federal  market  include  information  systems 
and/or  services  management  consulting,  program  assistance  (technical 
and/or  management),  feasibility  analysis,  and  cost-effective  trade-off 
studies.  Examples  of  government  consulting  services  contracts  are: 

• Feasibility  studies 

• ADP  requirements  analysis 

• System  audits 

• System  Engineering  and  Technical  Direction  (SETD) 

• System  Engineering  and  Technical  Assistance  (SETA) 

It  also  includes  the  initial  design  of  systems,  as  well  as  the  Independent 
Validation  and  Verification  (often  referred  to  as  IV&V)  of  newly  in- 
stalled systems.  System  development,  however,  is  included  in  the 
software  development  category. 

Consulting  services  will  grow  from  $500  million  in  GFY  1990  to  $560 
million  in  GFY  1995,  at  a CAGR  of  2%.  This  is  a small  decrease  from 
last  year’s  predicted  growth  rate  of  3%. 

Congressional  pressure  is  forcing  down  the  amount  of  consulting  ser- 
vices that  agencies  can  use.  There  are  some  in  Congress  who  believe 
that  the  government  contracts  out  services  that  should  be  done  by  gov- 
ernment personnel,  thus  creating  a “shadow  government.”  Pending  bills 
in  Congress  could  potentially  reduce  the  amount  of  consulting  allowed  in 
the  agencies,  and  these  bills  have  been  taken  into  account  in  developing 
this  forecast. 

Budget  constraints  are  preventing  defense  agencies  from  contracting  out 
their  consulting.  This  becomes  especially  apparent  on  mission-oriented 
programs  (such  as  weapons  systems)  that  are  stretched  out. 

3.  Education  and  Training 

Education  and  training  services  relate  to  information  systems  and  ser- 
vices for  the  user,  including  CAI  (computer-aided  instruction),  CBE 
(computer-based  education),  and  vendor  instruction  of  user  personnel  in 
operations,  programming,  and  software  maintenance.  The  government 
normally  contracts  for: 

» Training  programs 

• Books  and  manuals 

• Seminars 

• Automated  training  systems 
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The  education  and  training  market  will  shrink  from  $460  million  in  GFY 
1990  to  $370  million  in  GFY  1995,  at  a compound  rate  of  -6%.  This 
decline  is  due  to  a number  of  factors,  including: 

• In  times  of  severe  budget  constraints,  training  and  travel  are  usually  the 
first  items  to  be  cut. 

• As  more  technical  functions  are  contracted  out,  the  number  of  federal 
personnel  requiring  technical  training  is  gradually  declining. 

• To  the  extent  that  agencies  choose  training  methods  other  than  the 
traditional  classroom  approach,  unit  training  costs  decline  sharply. 

• Despite  mandated  training  under  the  Computer  Security  Act,  most 
agencies  have  provided  little  or  no  security  training  to  their  personnel. 

Expansion  of  existing  systems  to  more  end  users,  hardware  and  software 
upgrades,  and  new  forms  of  technology  (such  as  image  systems)  are 
fueling  the  need  for  additional  IS  training  programs  for  users  and  systems 
support  personnel. 

Already  agencies  are  forced  to  rely  on  contractor  assistance  to  train  major 
portions  of  agency  personnel.  Current  dependence  on  contractors  to 
provide  IS  training  is  also  expected  to  increase,  based  on  projections  of 
future  federal  training  needs.  A report  entitled  Civil  Service  2000 
recently  issued  by  OPM,  cites  retraining  of  existing  IS  personnel  and 
other  workers  as  the  primary  avenue  for  the  government  to  meet  staffing 
requirements  in  the  near  future.  Agencies  must  develop  programs  to 
better  utilize  the  work  force  they  do  have  by  retraining  them  to  develop 
new  and  polish  old  skills.  The  national  work  force  is  expected  to  grow 
by  only  1%,  and  combined  with  a less  competitive  pay  scale,  federal 
agencies  will  be  even  less  able  to  attract  qualified  technical  personnel. 

The  federal  government  continues  to  face  a mounting  budget  deficit 
crisis.  Noncritical  expenditures,  such  as  training  and  travel,  will  increas- 
ingly be  limited.  Funding  problems  are  not  expected  to  abate  in  the  near 
future.  Although  agencies  will  feel  increased  pressure  to  provide  more  IS 
training,  budget  requests  for  these  services  will  have  difficulty  obtaining 
support. 

This  market  is  covered  in  more  detail  in  a companion  INPUT  FISSP 
report,  Federal  Education  and  Training  Market.  The  report  is  scheduled 
for  publication  in  late  1990. 

4.  Software  Development 

Programming  and  analysis  services,  also  called  software  development, 
include  system  design,  contract  or  custom  programming,  code  conver- 
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sion,  benchmarking,  and  software  maintenance.  The  government  usually 
contracts  for: 

• Hardware  and/or  software  system  design 

• Custom  software  development 

• Modification  of  off-the-shelf  software  products 

® Software  testing  of  custom-developed  and  commercial  packages 

• Software  conversion 

• Maintenance  of  operating  and  applications  software 

Software  development  will  increase  from  $1.4  billion  in  GFY  1990  to 
$2.1  billion  in  GFY  1995,  a CAGR  of  9%.  This  is  a slight  increase  from 
last  year’s  forecast.  This  rate,  however,  is  much  lower  than  the  software 
development  growth  of  earlier  years.  During  the  mid-1980s,  the  soft- 
ware development  growth  rate  was  around  22%.  Program  rescheduling 
and  reductions  in  ongoing  contracts  reflect  agency  efforts  to  retain  in- 
house  staffs.  The  shortfall  in  programming  skills  of  the  federal  govern- 
ment sector  will  continue  to  be  the  most  significant  factor  behind  the 
projected  growth  in  the  out-years.  Government  staff  limits  and  the 
backlog  of  software  maintenance  tasks  at  most  government  data  centers 
also  contribute  to  the  demand  for  vendor  assistance  in  this  service  mode. 

OMB’ s continuing  emphasis  on  software  products,  standardized  soft- 
ware, and  agency  sharing  is  holding  down  growth  in  this  market.  Fur- 
ther, the  growing  viability  of  programmer  workbench  products  and  other 
productivity  tools  will  help  to  reduce  the  cost  of  new  software  being 
developed. 

In  previous  Federal  Professional  Services  Market  reports,  INPUT  in- 
cluded a fifth  category — the  professional  services  portion  of  systems 
integration.  This  submode  was  also  included  in  the  systems  integration 
report.  Beginning  with  last  year’s  report,  INPUT  now  includes  this  item 
only  in  the  Federal  Systems  Integration  Market  report,  now  separately 
published  and  updated. 


1.  Rank  of  Leading  Professional  Services  Vendors 

Exhibit  HI-2  lists  the  top  professional  services  vendors  to  the  federal 
government  during  1989.  Although  the  listed  vendors  do  not  fluctuate 
dramatically  from  year  to  year,  rankings  do.  The  continually  changing 
demands  for  different  services  and  the  patterns  of  vendor  teams  for 
different  programs  make  a complicated  competitive  structure.  Very 
frequently,  today’s  bidding  partners  are  tomorrow’s  competitors.  Em- 
ployee changes  make  a difference  in  the  rankings  as  well.  A skilled  and 
experienced  leader  can  change  the  stature  (and  ranking)  of  a vendor  in  a 
relatively  short  time. 
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Top  Federal  Government  Professional 
Services  Vendors,  1989 


Company 

Revenue 
($  Millions) 

1 . Computer  Sciences  Corporation 

300.0 

2.  Unisys 

120.0 

3.  Black  and  Decker 

107.0 

4.  Martin  Marietta 

100.0 

5.  Grumman  Data  Systems 

99.5 

6.  Computer  Data  Systems  Inc. 

99.1 

7.  Electronic  Data  Systems 

99.0 

8.  Centel  Federal  Systems 

87.0 

9.  IBM 

65.5 

10.  Syscon 

60.0 

1 1 . Mitre 

48.5 

12.  BDM 

47.4 

1 3.  Oracle 

45.5 

14.  SAIC 

42.3 

15.  Softech 

35.0 

16.  Sterling  Software 

31.4 

17.  OAO  Corporation 

29.2 

18.  CBIS 

25.5 

19.  Control  Data  Corporation 

22.0 

20.  American  Management  Systems 

21.0 
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The  companies  ranked  in  Exhibit  III-2  are  leading  professional  services 
vendors.  However,  some  firms  that  normally  would  be  expected  to  be  a 
leader  in  this  market  are  not  listed.  Boeing  Computer  Services, 
Systemhouse,  and  TRW  all  chose  to  list  much  of  their  federal  revenue 
under  the  heading  of  systems  integration.  That  is  why  their  names  do  not 
appear  in  the  list  of  leading  professional  services  vendors.  It  also  ex- 
plains why  other  firms  with  high  overall  federal  revenue  are  ranked 
relatively  low  in  the  list  of  leading  professional  services  firms.  These 
firms  also  chose  to  list  a large  amount  of  their  revenues  in  areas  other 
than  professional  services. 

2.  Vendor  Profiles 

The  remainder  of  this  section  is  devoted  to  short  profiles  on  each  of  the 
vendors  listed  in  Exhibit  III-2.  The  profiles  examine  the  relative 
strengths  of  each  firm,  major  contracts  it  has  won,  and  other  facts.  This 
information  will  provide  basic  knowledge  of  each  leading  professional 
services  company. 

a.  Computer  Sciences  Corporation  (CSC) 

CSC  was  founded  in  1959  and  for  the  1990  fiscal  year  had  revenues  of 
over  $1.5  billion.  CSC  currently  has  22,000  employees  worldwide. 

Over  the  past  5 years  CSC  won  54%  of  the  contracts  that  it  bid  on. 

CSC  collected  $993  million  in  revenue  from  the  federal  government  in 
fiscal  1990.  This  is  an  increase  of  1 1%  from  the  previous  fiscal  year. 
Revenue  from  the  federal  government  represented  66%  of  total  revenues 
from  continuing  operations,  compared  with  73%  the  prior  year.  This 
decrease  reflects  the  rapid  growth  of  CSC’s  commercial  and  international 
activities,  rather  than  diminished  federal  demand  for  CSC  services. 

CSC’s  Systems  Group  is  the  entity  that  primarily  provides  services  to  the 
federal  government.  The  Systems  Group  has  five  operating  divisions. 

The  System  Sciences  Division — headquartered  in  Silver  Spring,  Mary- 
land— provides  support  to  NASA,  FAA,  and  basic  technology  services. 
The  Applied  Technology  Division — in  Falls  Church,  Virginia — provides 
facilities  management,  range  operations,  maintenance,  and  information 
sciences  services.  The  Integrated  Systems  Division — headquartered  in 
Moorestown,  New  Jersey — provides  total  turnkey  systems  engineering 
and  software  system  support  for  major  government  systems.  The  Net- 
work Systems  Division — in  Falls  Church,  Virginia — specializes  in  the 
implementation  of  wide-area  data  communications  networks  and  remote 
data  telemetry  systems.  Finally,  the  Special  Projects  Division — in  Falls 
Church,  Virginia — provides  systems  engineering  and  technical  assistance 
(SETA)  services  to  a broad  client  base  and  offers  specific  emphasis  on 
communications  and  software  support. 
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CSC  won  a large  contract  from  the  U.S.  Postal  Service  to  help  increase 
the  efficiency  of  mail  processing  and  administrative  functions.  CSC  will 
provide  system  design  and  development  for  fully  automated,  self-service 
retail  postal  centers  intended  as  part  of  the  “Post  Office  of  the  Future,” 
and  bar  coding  software  to  meet  the  postal  service’s  goal  of  automated 
processing  of  all  mail  by  1995. 

At  the  end  of  fiscal  year  1990,  CSC  won  two  major  contracts:  System  90 
from  Treasury  and  TOSS  from  EPA.  TOSS  (Technical  and  Operating 
Support  Services)  is  worth  $54  million  in  the  base  year  and  could  be 
worth  $347  million  if  the  government  exercises  all  options.  Unisys 
formerly  held  this  contract.  System  90  is  a contract  for  professional 
services  and  telecommunications  equipment  to  link  the  Financial  Man- 
agement Service  headquarters  and  the  seven  Regional  Financial  Centers. 
The  base  value  of  the  contract  is  $48.8  million,  but  could  be  worth  up  to 
$90  million  if  the  Treasury  exercises  all  of  the  options  on  the  contract. 
However,  the  contract  has  been  protested,  so  the  award  may  be  reversed. 

CSC’s  Applied  Technology  Division  was  awarded  a $48  million  contract 
in  August  1990  from  GSA  to  provide  system  development  and  software 
support  services  for  scientific  and  engineering  applications  in  GSA’s 
Pacific  Zone. 

Earlier  in  1990,  NASA  selected  the  Applied  Technology  Division  for  a 
$65.7  million  contract  to  provide  engineering  support  services  for  the 
Wallops  Island  facility.  CSC  will  support  sounding  rocket,  balloon,  and 
aeronautical  programs  and  support  launch  range  projects. 

More  recently,  CSC  was  awarded  the  System  90  contract  by  the  Financial 
Management  Service  of  the  Department  of  the  Treasury.  The  first  year  of 
the  contract  is  worth  $22.3  million,  and  there  are  options  for  nine  annual 
renewals,  totalling  approximately  $48.8  million.  CSC’s  Integrated 
Systems  Division  will  replace  and  integrate  hardware  and  software 
systems  at  the  agency’s  seven  regional  financial  centers  and  the  National 
Computer  Center.  At  this  writing,  Andersen  Consulting  has  filed  a 
belated  protest  on  System  90,  charging  that  CSC  priced  its  proposal  so 
low  that  it  cannot  possibly  meet  the  requirements  of  the  specification. 

The  Applied  Technology  Division  won  a $65.2  million  contract  from 
Army  TRADOC  in  September  1990.  CSC  has  hundreds  of  contracts 
throughout  the  federal  government. 

CSC  anticipates  continued  growth  in  the  federal  government  market. 

CSC  has  identified  more  than  $14  billion  in  contracts  that  match  their 
capabilities  and  are  slated  for  award  over  the  next  three  years. 
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b.  Unisys 

Unisys  has  approximately  78,000  employees.  Unisys  had  a very  difficult 
1989.  It  reported  a $639  million  loss  and  had  to  cut  more  than  8,000 
jobs.  Part  of  the  loss  resulted  from  a $23 1 million  restructuring  of  debt 
in  October.  However,  in  July  1990  Unisys  still  reported  a $45.1  million 
loss  in  the  year’s  first  half  after  paying  preferred-stock  dividends.  In  the 
autumn  1990  bear  market,  Unisys’  share  price  on  common  stock  fell 
below  $4. 

Defense  spending  accounts  for  about  22%  of  Unisys’  revenue. 

However,  much  of  this  revenue  is  not  for  professional  ADP  services 
activities.  Unisys  performs  many  projects  oriented  toward  weapons 
systems. 

Unisys  was  awarded  a contract  by  NASA  in  June  1990  for  business, 
administrative,  and  management  information  support  services.  The 
contract  is  worth  over  $20  million  and  is  anticipated  to  run  for  five-years. 
Unisys  will  provide  application  software  development,  software  mainte- 
nance, end-user  support,  technical  support,  computer  operations,  and 
hardware  maintenance. 

Unisys  also  runs  the  Scientific  Computer  Operations  center  at  NASA’s 
Langley  Research  Center.  Unisys  was  awarded  a contract  in  September 
1988  for  approximately  $27.1  million.  Over  a five-year  period  Unisys 
will  provide  systems  operations  and  support  services. 

Unisys  provides  facilities  management  for  the  EPA  at  the  National 
Computing  Center  in  Research  Triangle  Park,  NC.  This  five-year 
contract  is  worth  approximately  $19  million. 

The  Department  of  Transportation’s  Research  and  Special  Programs 
Administration  awarded  Unisys  a contract  in  1987.  Under  the  five-year 
contract,  Unisys  provides  applications  programming,  computer  opera- 
tions, systems  planning,  and  software  maintenance.  The  contract  has 
been  valued  at  $125  million. 

Unisys  has  moved  to  open  systems  and  is  trying  to  become  expert  in 
particular  businesses  and  providing  specialized  software.  In  late  1989 
Unisys  announced  an  array  of  new  LINC  and  MAPPER  CASE/4GL 
products.  Unisys  is  committed  to  implementing  an  open  UNIX  and 
CASE/4GL  environment.  Unisys  also  intends  to  work  with  major  CASE 
suppliers  worldwide  to  interface  their  CASE  tools  with  the  Unisys  LINC 
application  development  system.  ALLY  is  Unisys’  third  CASE/4GL 
product,  which  offers  color  presentation  capability  and  a software- 
independent  environment.  ALLY  users  can  develop  applications  quickly 
on  UNIX,  MS/DOS,  and  OS/2  and  can  work  with  data  bases  such  as 
ORACLE  and  Informix. 
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c.  Martin  Marietta 

During  1988  Martin  Marietta  had  $5.7  billion  in  sales.  The  Information 
Systems  group  had  $997.8  million  in  sales  during  the  year.  In  1989  the 
Information  Systems  group  had  $747.9  million  in  sales.  The  Information 
Systems  group,  which  consists  of  seven  business  areas,  provides  systems 
integration,  professional  services,  and  systems  design  services  to  the 
federal  government  and  other  markets. 

Information  and  Communications  Systems  designs,  develops,  produces, 
and  operates  systems  that  use  advanced  hardware  and  man/machine 
interface  technologies  for  defense  and  nondefense  purposes. 

Simulations  Systems  designs,  develops,  and  installs  large-scale  distrib- 
uted simulation  and  modelling  systems.  Simulation  Systems  has  de- 
signed and  is  operating  the  National  Test  Bed,  which  is  a nationwide 
state-of-the-art  computer  simulation  system  for  test  and  evaluation  of 
strategic  defense  concepts,  architectures,  battle  management,  and 
technology  applications. 

Civil  Information  Systems  designs,  develops,  and  integrates  multifunc- 
tion administrative  and  operational  large-scale  systems  for  federal,  state, 
local,  and  foreign  governments.  In  addition,  electronic  data  interchange 
and  remote  computing  services  are  offered  to  government  and  industry 
via  three  data  centers. 

Air  Traffic  Systems  designs,  integrates,  and  implements  civilian  and 
military  air  traffic  control  systems  and  provides  airport  management 
services. 

Facilities  Management  & Professional  Services  provides  facilities  and 
program  management  at  the  customer  site,  including  systems  develop- 
ment, installation,  implementation,  operations,  and  maintenance.  This 
unit  also  supplies  various  technical  professionals  on  a task-by-task  basis 
for  specialized  client  requirements. 

Internal  Information  Systems  is  Martin  Marietta’s  principal  management 
information  systems  supplier,  providing  applications  systems,  computer 
resources,  and  communications  systems  to  the  corporation  and  its 
operating  companies. 

The  Production,  Assembly,  and  Test  Facility,  a newly  emerging  technol- 
ogy, is  designed  to  handle  diverse  production  requirements  and  provides 
a necessary  testing  ground  for  the  company’s  latest  manufacturing  needs. 

Martin  Marietta  provides  teleprocessing  services  for  the  National  Agri- 
cultural Statistics  Service  (NASS),  an  agency  of  the  Department  of 
Agriculture.  The  eight-year  contract,  awarded  in  September  1989,  is 
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worth  $35.9  million.  Martin  Marietta  provides  a nationwide  teleprocess- 
ing network  that,  along  with  other  benefits,  ensures  the  security  of 
sensitive  data. 

Martin  Marietta  also  provides  ADP  support  services  to  the  Western  Area 
Power  Administration  (Department  of  Energy).  This  contract,  awarded 
in  March  1989,  is  valued  at  $4.9  million. 

Martin  Marietta  provides  systems  operations  (GOCO)  services  to  several 
government  sites. 

d.  Grumman  Data  Systems 

The  Grumman  Corporation  was  founded  in  1929  and  the  Data  Systems 
group  is  one  of  many  divisions.  Founded  in  1969,  the  Data  Systems 
Division  had  $350  million  in  revenue  in  1989.  The  division  has  2,800 
employees. 

Although  Grumman  Data  Systems  (GDS)  experienced  flat  revenues  in 
1987,  it  had  $309  million  in  sales  in  1988.  That  year  GDS  won  several 
large  contracts,  including  the  Air  Force  Depot  Maintenance  Management 
Information  System,  the  Air  Force  and  Office  of  the  Secretary  of  De- 
fense management  information  system,  and  the  Marine  Corps  Advanced 
Tactical  Air  Command  Central  program. 

This  year  GDS  won  two  major  contracts  involving  professional  services. 
In  December  1989  the  Defense  Logistics  Agency  awarded  GDS  a $60.7 
million  contract.  GDS  will  provide  a modernized  system  to  support  all 
logistics  functions  through  collection,  processing,  storage,  and  dissemi- 
nation of  data.  The  system  is  known  as  the  Defense  Integrated  Data 
System  (DIDS). 

In  April  1990  the  Office  of  Naval  Research  awarded  GDS  a contract  to 
install  a Class  VII  supercomputer  at  the  Naval  Oceanographic  Office  in 
Mississippi.  The  contract  is  worth  $40.9  million,  and  there  is  also  an 
option  to  install  another  Class  VII  supercomputer  at  the  Fleet  Numerical 
Oceanographic  Center  in  Monterey,  California. 

GDS  has  a large  array  of  services  to  provide  potential  customers.  GDS 
provides  custom  software  design,  systems  integration  and  engineering, 
systems  evaluation,  feasibility  studies,  requirements  analysis,  training, 
operations,  and  maintenance.  GDS  will  use  these  skills  to  primarily 
pursue  large-systems  integration  contracts. 

e.  Computer  Data  Systems  Inc.  (CDSI) 

CDSI  was  founded  in  1968  and  currently  has  2,800  employees.  CDSTs 
revenues  for  the  fiscal  year  ending  June  30,  1989,  were  $105.4  million. 
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CDSI  provides  professional  and  processing  services,  systems  integration, 
proprietary  financial  software  products,  CASE  tools,  and  turnkey  sys- 
tems. Nearly  90%  of  CDSI’s  revenue  comes  from  the  federal  govern- 
ment. CDSI’s  operations  are  conducted  through  three  major  groups. 

The  Professional  Services  Group  provides  life  cycle  capabilities  in 
systems  development,  telecommunications,  financial  systems,  office 
automation,  and  facilities  management  services.  This  group  includes 
three  divisions:  The  Government  Services  Division,  the  Information 
Systems  Division,  and  the  Energy  Systems  Division. 

The  Systems  Engineering  Group  provides  a range  of  computer  and 
telecommunications  systems  engineering,  information  security  and  risk 
analysis,  and  logistics  support  to  the  DoD  and  other  federal  clients 
through  contracts  with  the  GSA.  Services  include  life  cycle  develop- 
ment; systems  analysis,  design,  and  development;  training;  and  quality 
assurance.  This  group  includes  two  divisions:  The  Defense/Aerospace 
Systems  Division  and  the  Technology  Services  Division, 

The  Data  Processing  Support  Services  Group  provides  financial  software 
products,  CASE  products,  turnkey  systems,  clearinghouse  operations, 
systems  integration,  and  full-service  processing  to  federal,  state,  and  local 
governments  and  commercial  clients.  There  are  six  divisions  within  this 
group:  The  Financial  Systems  Division,  the  Union  Systems  Division,  the 
Clearinghouse  Division,  the  Data  Systems  Division,  the  Software 
Productivity  Tools  Division,  and  the  Systems  Integration  Division. 

CDSI  has  several  major  contracts  with  various  government  agencies. 
CDSI  has  contracts  with  Energy,  Justice,  GSA,  HUD,  Labor,  Navy, 
Interior,  Agriculture,  Treasury,  Transportation,  Army,  and  others. 

f.  Electronic  Data  Systems  (EDS) 

EDS  was  founded  in  1962.  EDS  had  income  of  $435.3  million  in  1989, 
up  from  $384,1  million  in  1988.  Although  most  of  EDS’  revenue  results 
from  its  General  Motors  business,  the  EDS  Government  Systems  Group 
produced  14%  of  the  company’s  revenue  in  1988.  The  Government 
Systems  Group  includes  business  from  state  and  local  governments  as 
well  as  the  federal  government.  EDS  currently  has  56,000  employees 
worldwide. 

EDS  is  trying  to  expand  its  commercial  manufacturing  base  outside  of  its 
parent  company.  EDS  provided  funding  for  ASK  Computer  Systems’ 
acquisition  of  Ingres  Corporation.  This  will  give  EDS  access  to  ASK’s 
manufacturing  software  as  well  as  Ingres’  data  base  and  software  devel- 
opment tools.  EDS  also  acquired  equity  in  other  companies  that  adds  to 
EDS'  business  base  and  expands  its  access  to  technology.  These  compa- 
nies include  System  One,  Westwood,  Thomas,  and  Infocel.  Last  year, 
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EDS  and  Hitachi  combined  to  acquire  National  Advanced  Systems, 
which  was  renamed  Hitachi  Data  Systems  (FIDS).  EDS  has  a 20% 
holding  in  HDS. 

EDS  is  known  as  a leader  in  providing  systems  integration  to  the  federal 
government.  EDS  uses  its  expertise  in  professional  and  technical  ser- 
vices to  go  after  high-profile  projects.  EDS  won  several  large  federal 
contracts  during  fiscal  1990. 

In  October  1989  the  Immigration  and  Naturalization  Service  awarded  a 
$3.25  million  contract  for  facilities  management  services  to  EDS.  Al- 
most one  year  later,  in  September  1990,  the  INS  awarded  an  even  larger 
contract  to  EDS.  EDS  will  provide  facilities  management  services  over 
several  years  for  $64.4  million. 

The  Defense  Supply  Service  - Washington  (DSSW)  also  awarded  a large 
contract  to  EDS.  On  December  1,  1989,  DSSW  gave  EDS  a contract 
worth  $5.24  million  to  supply  ADP  technical  support  services. 

In  January  1990,  the  Agricultural  Stabilization  and  Conservation  Service 
awarded  EDS  a $12.4  million  contract.  EDS  will  operate  and  maintain 
the  Cotton  Inventory  Management  System  for  ASCS. 

On  July  31,  1990,  the  Army  awarded  EDS  a contract  worth  $1 16.25 
million.  EDS  will  provide  technical  support  services  to  the  Army  ISSC. 
EDS  won  a huge  contract  from  the  Army  in  late  July  for  the  Small  Multi- 
User  Computer  (SMC)  project.  This  contract  is  valued  at  approximately 
$715.9  million.  EDS  will  supply  microcomputers,  peripherals,  operating 
software,  maintenance,  training,  engineering  services,  and  LANs  that  run 
under  GOSIP.  The  contract  will  be  used  as  a vehicle  for  the  Army, 

Navy,  and  DLA  to  acquire  hardware,  software,  and  services  for  different 
programs.  EDS  has  several  ongoing  contracts  with  the  federal  govern- 
ment, especially  the  Army,  that  provide  it  with  a steady  stream  of  rev- 
enue. 

g.  Centel  Federal  Systems 

Early  in  1988,  Centel  Federal  Systems  was  separated  from  Centel  Infor- 
mation Services  into  a distinct  operating  unit  to  more  effectively  address 
the  computer  systems  and  services  marketplace  in  the  government  sector. 
Centel  Federal  currently  operates  within  Centel  Corporation’s  Business 
Systems  segment,  which  also  includes  Communications  Systems  and 
Information  Systems. 

Centel  Federal  Systems’  1989  revenue  reached  approximately  $110 
million,  a 100%  increase  over  1988  revenue  of  approximately  $55 
million.  One  hundred  percent  of  Centel  Federal  Systems’  revenue  is 
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derived  from  systems  integration  and  other  services  provided  to  the 
federal  government.  Centel  Federal  has  about  400  employees. 

Examples  of  Centel  Federal’s  contracts  include  the  GSA  SETA  contract 
for  FTS  2000.  This  contract  was  awarded  in  1988  and  is  worth  about  $29 
million.  Centel  also  provides  office  automation  support  to  the  Internal 
Revenue  Service,  various  services  for  the  U.S.  Postal  Service,  operation 
and  maintenance  and  library  support  services  for  the  Department  of 
Justice,  and  ADP  support  services  to  NOAA. 

h.  Black  & Decker 

Black  & Decker  is  the  parent  company  of  Planning  Research  Corporation 
(PRC)  and  Advanced  Technology,  Inc.  (ATI),  which  are  now  merging. 
Black  & Decker  recently  reported  profits  in  the  third  quarter  of  1990  and 
for  the  first  nine  months  of  the  year.  Profits  totaled  $44.3  million  in  the 
first  nine  months,  compared  with  an  $8.3  million  loss  in  the  same  period 
of  1989.  Its  operating  earnings  rose  due  to  better  manufacturing  effi- 
ciency, cost  controls,  and  cost  savings  after  it  finished  integrating 
Emh art’s  operations  into  its  own. 

PRC  was  founded  as  a private  company  in  1954  to  perform  systems 
analyses  and  operations  research  for  the  Department  of  Defense.  Begin- 
ning in  1964  as  a public  company,  PRC  began  a rapid  diversification 
program  primarily  through  expansion. 

PRC  was  acquired  by  Emhart  Corporation  in  October  1986  for  approxi- 
mately $220  million.  Emhart  was  acquired  by  Black  & Decker  in  April 
1989.  Black  & Decker  is  currently  merging  PRC  and  the  other  Emhart 
information  technology  holding.  Advanced  Technology  Incorporated,  to 
form  PRC  Incorporated.  The  merger  will  be  complete  in  January  1991. 

PRC’s  total  1988  revenue  reached  $483.6  million.  PRC  has  6,500  em- 
ployees spread  over  three  information  systems  and  services  groups.  The 
Business  Information  Systems  group  provides  nationwide,  computer- 
based  multiple  listing  services  (MLS)  for  real  estate  brokers,  computer- 
ized systems  for  physicians  in  group  practices,  and  computer-aided 
dispatch  systems.  The  Systems  Services  group  is  focused  on  professional 
and  technical  services  in  support  of  the  engineering  and  information 
systems  requirements  of  government  agencies.  The  PRC  Government 
Information  Systems  group  provides  analysis,  design,  development,  and 
implementation  of  information  handling  and  data  processing  systems. 

PRC  applies  a full  range  of  systems  analysis  and  multidisciplinary  skills 
to  systems  for  turnkey  information  processing,  telecommunications, 
network  and  distributed  data  base  management,  on-line  management 
information,  command  and  control,  intelligence  data  handling,  real-time 
process  control  and  data  acquisition,  tactical  data,  electronic  warfare, 
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regulatory  information,  logistics,  Ada  programming,  and  artificial 
intelligence. 

Some  of  PRC’s  major  federal  contracts  include  two  within  the  Depart- 
ment of  Commerce.  The  first  is  the  PTO  Automation  project,  which  is  a 
multiyear  systems  integration  contract.  The  second  is  the  Advanced 
Weather  Interactive  Processing  System  for  the  1990s  (AWIPS-90).  PRC 
and  CSC  are  both  in  the  definition  phase  of  the  project.  Only  one  of  the 
companies  will  be  allowed  to  continue  on  the  development  and 
implementation  portion  of  the  project. 

Advanced  Technology  Inc.  (ATI)  was  founded  in  1976  and  provides 
professional  services,  systems  integration  services,  and  software  support. 
ATI  was  acquired  by  Emhart  Corporation  on  December  31,  1987,  for 
$140  million.  Black  & Decker  then  acquired  Emhart  in  early  1989. 

ATI’s  total  1988  revenue  reached  $172  million. 

ATI  designs,  develops,  implements,  integrates,  and  maintains  informa- 
tion systems  primarily  for  DoD  applications.  ATI  is  involved  in  CALS, 
the  DLA  core  systems  project.  Total  Army  Personnel  System  (TAPSYS), 
long-range  planning  for  HCFA,  C3I  systems,  combat  systems,  aerospace 
systems,  submarine  systems,  and  SETA  services. 

i.  IBM 

Most  of  IBM’s  revenue  from  the  federal  government  comes  from  sys- 
tems integration  projects.  IBM  had  approximately  $500  million  in 
systems  integration  revenue  last  year.  As  for  professional  services,  much 
of  IBM’s  revenue  is  from  maintenance  of  hardware  systems  that  it  has 
installed.  Other  sources  of  IBM’s  professional  services  revenue  include 
system  upgrades,  application  modifications,  systems  engineering 
modifications,  technical  support,  and  logistics  support. 

j.  Syscon 

Syscon  Corporation  was  founded  in  1966  and  primarily  provides  system 
development,  systems  integration,  and  system  services.  Syscon  has 
1,800  employees.  Syscon  operated  as  a public  corporation  until  Decem- 
ber 1986  when  it  was  acquired  by  Hamischfeger  Industries  for  $92.1 
million.  Syscon  now  operates  as  a wholly  owned  subsidiary  of 
Hamischfeger  Industries. 

In  fiscal  1988,  Syscon  had  about  $149.8  million  in  revenue.  About  70% 
of  this  revenue  was  from  professional  services.  Twenty  percent  of  the 
revenue  came  from  systems  integration  services,  and  10%  came  from 
software  products,  turnkey  systems,  and  processing  services. 

Syscon’s  major  business  concentration  is  on  the  development  of  complex 
systems  for  the  Department  of  Defense.  Syscon  provides  computer 
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programs  used  by  the  military  in  its  training,  logistics,  business  manage- 
ment, and  mission  critical  systems.  Ada  is  used  by  Syscon  to  develop 
software. 

Syscon  is  involved  in  the  Modem  Aids  to  Planning  Program  (MAPP),  an 
initiative  of  the  Joint  Staff.  The  goal  of  MAPP  is  to  acquire  state-of-the- 
art  hardware  and  software  and  to  employ  modem  wargaming,  simulation, 
and  analysis  methodologies. 

Syscon  provides  several  types  of  software  to  the  federal  government. 

The  Computer  Assisted  Maintenance  Management  System  (CAMMS) 
provides  logs  and  records  management,  tracks  discrepancies,  and  gener- 
ates work  orders  and  reports.  CAMMS  is  used  for  the  maintenance  of  the 
Navy’s  T2C  aircraft. 

SKETCHER  is  an  Ada  software  design  tool  that  allows  on-line  interac- 
tive generation  of  object-oriented  design  diagrams  (OODDs)  which 
represent  high-level  Ada  entities  and  the  program  design  language  that 
correspond  to  the  OODDs  drawn. 

217  PREDICT  is  a software  package  that  Syscon  has  marketed  since 
1980  in  various  forms.  217  PREDICT  aids  the  DoD  in  predicting  the 
reliability  of  electronic  and  mechanical  systems.  756  PREDICT  is 
software  that  provides  system  reliability  predictions  in  compliance  with 
system-level  modeling  requirements  of  MIL-STD  756. 

Syscon  has  some  contracts,  which  are  mostly  for  systems  operations 
services,  with  the  civilian  side  of  the  federal  government. 

k.  The  Mitre  Corporation 

Mitre  was  founded  in  1958  and  is  headquartered  in  Bedford,  Massachu- 
setts. The  company  had  over  $500  million  in  revenues  last  year — an 
increase  of  38%  from  three  years  ago — and  has  6,100  employees.  The 
President  and  Chief  Executive  Officer,  Charles  A.  Zraket,  is  retiring  this 
year. 

Mitre  is  a nonprofit  company  that  provides  systems  engineering,  manage- 
ment consulting,  and  management  engineering  services.  Mitre  has 
contracts  with  numerous  federal  agencies,  both  in  the  civilian  and  defense 
sides.  Mitre  is  often  contracted  when  an  objective  source  is  needed  for  a 
study  or  for  support  services.  It  does  not  participate  in  competitive 
procurements. 

Examples  of  recent  Mitre  contracts  include  integration  support  services 
for  development  of  the  target  architecture  for  the  IRS  Tax  Systems 
Modernization  effort.  This  contract,  awarded  in  June  1990,  is  worth 
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$750,000.  Mitre  was  awarded  a $3.4  million  contract  in  July  1989  by 
GSA.  This  contract  is  for  telecommunications  management  support  for 
FTS-2000.  In  December  of  1989,  GSA  awarded  an  additional  $37.6 
million  in  support  of  the  contract. 

In  November  1989,  Mitre  was  awarded  a $500,000  contract  by  the  Drug 
Enforcement  Agency  for  technology  infrastructure  assessment  and 
technology  base  enhancement  services.  As  a final  example,  NASA 
Johnson  Space  Center  awarded  Mitre  a $10.1  million  contract  in  January 
1989  for  information  systems  acquisition  support. 

l.  BDM 

BDM  was  recently  acquired  by  The  Carlyle  Group  from  Loral  Corpora- 
tion for  $130  million.  The  Carlyle  Group  had  attempted  to  acquire  Ford 
Aerospace  but  lost  in  the  competition  to  Loral,  BDM  was  previously 
owned  by  Ford  Aerospace.  The  Carlyle  Group  is  headed  by  former 
Defense  Secretary  Frank  Carlucci.  Carlucci  will  become  chairman  of 
BDM,  but  there  will  be  few  other  personnel  changes  there. 

Only  two  years  ago,  Ford  Aerospace  paid  $425  million  to  acquire  BDM. 
The  decrease  in  the  value  of  BDM  is  due  to  industry  concern  about  how 
declining  defense  budgets  will  affect  systems  integrators  like  BDM. 

BDM  had  $342  million  in  sales  in  1989,  and  80%  of  its  revenues  were 
derived  from  federal  contracts.  BDM  has  3,000  employees.  BDM 
specializes  in  enterprisewide  network  design  and  integration,  facilities 
management,  LAN  integration,  needs  assessment,  and  training.  BDM 
services  the  federal  government  market,  banking  and  finance,  manufac- 
turing, telecommunications,  state  and  local  government,  and  transporta- 
tion. BDM  performs  many  studies  and  analyses  in  the  areas  of  command 
and  control,  manpower  assessments,  and  force  assessments. 

BDM  is  the  prime  contractor  on  the  SEC’s  EDGAR  (Electronic  Data 
Gathering,  Analysis,  and  Retrieval)  system.  The  eight-year  contract  is 
worth  $54  million.  They  also  have  the  lead  on  the  Air  Force’s  10- year, 
$220  million  Requirements  Data  Bank  project.  This  contract  is  the 
largest  in  BDM’s  history. 

m.  Oracle 

Oracle  develops,  markets,  and  supports  software  products  used  for  data 
base  management,  applications  development,  decision  support,  and 
computer  network  communications.  The  company’s  principal  product, 
the  ORACLE  relational  DBMS,  is  a SQL-based  system  that  runs  on 
almost  every  type  of  hardware  platform  in  existence. 
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Oracle  was  founded  in  1977  as  Relational  Software,  Inc.,  but  changed  its 
name  in  January  1983  to  better  identify  with  its  well-known  principal 
product.  For  the  1990  fiscal  year,  Oracle’s  revenues  increased  by  66%  to 
$971  million,  compared  to  $584  million  the  previous  year.  However,  for 
the  quarter  ended  August  31,  1990,  Oracle  posted  its  first-ever  quarterly 
loss.  Oracle  responded  to  this  loss  by  cutting  10%  of  its  staff.  Oracle 
currently  has  approximately  5,500  employees. 

In  June  1988,  Oracle  entered  the  systems  integration  business  with  the 
formation  of  its  subsidiary,  Oracle  Complex  Systems  Corporation 
(OCSC).  The  business  was  expanded  later  in  1988  with  the  acquisition 
of  Falcon  Systems,  Inc.,  for  $13.7  million  in  cash  and  $4.6  million  in 
notes. 

Oracle’s  principal  product,  the  ORACLE  relational  data  base  manage- 
ment system,  allows  users  to  define,  retrieve,  manipulate,  and  control 
data  stored  in  a computer  using  the  SQL  nonprocedural  language. 
ORACLE  was  designed  and  written  to  make  it  adaptable  to  most  com- 
puter hardware  and  operating  systems.  This  portability  allows  customers 
to  use  the  same  data  base  management  software  and  user  interface  on  all 
their  machines.  This  is  a very  attractive  feature  for  the  federal  govern- 
ment agencies,  which  often  have  many  types  of  machines  in  any  given 
office. 

Oracle  offers  several  applications  development  productivity  tools  and 
decision  support  products  for  use  with  ORACLE.  Oracle  also  offers  the 
Pro*  series  of  six  tools  that  allows  a programmer  to  access  an  ORACLE 
data  base  using  SQL  from  programs  written  in  traditional  programming 
languages. 

Oracle  provides  systems  integration  services  through  its  Oracle  Complex 
Systems  Corporation  subsidiary.  Oracle  provides  consulting  services, 
and  training  and  education  services  in  support  of  customers’  use  of  the 
company’s  software  products. 

n.  SAIC 

SAIC  was  founded  in  1969  and  currently  has  about  9,000  employees 
worldwide.  SAIC  offers  diversified  research  and  engineering  services  as 
its  primary  product.  The  company  is  employee  owned.  About  90%  of 
SAIC’s  revenue  is  derived  from  the  U.S.  government.  SAIC’s  total 
revenues  for  fiscal  1989  were  $865  million,  and  there  is  about  $3  billion 
in  back  orders. 

There  are  several  operating  sectors  within  SAIC.  They  include  the 
Advanced  Technology  & Analysis  Sector,  the  Aerospace  & Defense 
Sector;  the  Communications,  Information,  & Space  Sector,  the  Science  & 
Engineering  Sector;  the  Space  Energy  & Environment  Sector,  the  Sys- 
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terns  Technology  & Integration  Sector,  the  Systems,  Software,  & Tele- 
communications Sector;  and  the  Technology,  Policy,  & Operations 
Sector.  Each  sector  is  broken  into  several  groups.  There  are  also  several 
independent  groups. 

SAIC  is  a contributor  to  the  Department  of  Defense’s  Ada  Software 
Technology  for  Adaptable  and  Reliable  Systems  (STARS)  programs. 
SAIC  fielded  the  first  operational  WWMCCS  system  in  Ada.  SAIC  also 
developed  the  Automated  Message  Handler  for  the  Joint  Intelligence 
Tactical  Communications  System  using  Ada. 

In  October  1989  the  Army  awarded  SAIC  a contract  for  Information 
Mission  Area  (IMA)  support.  The  initial  contract  value  was  $51.7 
million.  To  date,  there  have  been  at  least  27  delivery  orders  on  the 
contract. 

The  Defense  Communications  Agency  awarded  a contract  worth  $20.6 
million  to  SAIC  in  March  1990,  SAIC  is  providing  technical  assistance 
for  the  Strategic  C3  Connectivity  project. 

SAIC  was  awarded  a contract  for  $84  million  by  the  Department  of 
Veterans  Affairs  in  1989.  This  contract,  known  as  the  Integrated  Data 
Communications  Utility,  will  run  for  10  years.  The  system  will  link 
remote,  widespread  VA  networks. 

SAIC  is  increasing  its  number  of  bids  for  commercial  systems  integration 
jobs.  The  company  is  trying  to  leverage  its  experience  on  the  Depart- 
ment of  Defense  Composite  Health  Care  System  (CHCS)  contract  in  the 
commercial  medical  information  systems  market.  It  also  acquired 
several  medical  firms  with  commercial  expertise  to  enhance  its  offerings 
in  the  health  care  information  systems  market. 

SAIC  operates  a data  center  for  the  Defense  Advanced  Research  Projects 
Agency  (DARPA).  The  center  is  for  the  monitoring  of  worldwide 
seismic  data.  In  total,  SAIC  operates  20  data  centers  for  three  federal 
clients. 

SAIC  is  also  targeting  commercial  systems  integration  for  television 
stations,  process  control  in  manufacturing,  and  pharmaceutical  contracts. 
This  increase  in  the  pursuit  of  commercial  business  is  likely  due  to  the 
belief  that  federal  business  availability  will  decline. 

o.  Softech 

Softech  was  founded  in  1969  and  is  headquartered  in  Waltham,  Massa- 
chusetts. In  1989,  Softech  had  $49.2  million  in  sales,  showing  almost  no 
growth  from  the  previous  year.  Softech  has  600  employees,  including 
100  at  the  headquarters  location. 
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Softech  provides  custom  software  development,  systems  engineering,  and 
systems  integration  services  to  government  agencies  and  Fortune  500 
companies.  The  major  portion  of  Softech’s  business  is  with  the  Depart- 
ment of  Defense. 

Softech  is  organized  into  three  operating  groups  and  two  subsidiaries. 

The  Federal  Systems  Group  focuses  on  the  design  of  systems  software 
tools  and  applications  for  embedded  computers.  The  Government  Sys- 
tems Group  focuses  on  developing  systems  software,  applications,  and 
software  methodologies  for  the  U.S.  Navy  and  Air  Force.  This  group 
includes  the  operations  of  AMG  Associates,  which  provides  custom 
software  and  related  services  for  automatic  test  equipment.  The  Systems 
Sciences  Group  focuses  on  software  verification  and  validation,  advanced 
software  engineering,  standardized  language  support,  and  simulation. 
COMPASS,  Inc.,  provides  compiler  software  and  professional  services  in 
the  supercomputer  and  advanced  architecture  computer  marketplace. 

Since  1975,  Softech  has  been  working  with  all  facets  of  Ada.  The  com- 
pany participated  in  the  early  studies  that  identified  the  Ada  language 
requirements.  Softech  has  teamed  with  Boeing  Aerospace  under  a five- 
year  contract  for  the  Software  Technology  for  Adaptable  and  Reliable 
Systems  (STARS)  program. 

In  the  area  of  logistics  systems,  Softech  has  performed  numerous  con- 
tracts for  the  Air  Force  Logistics  Command  (AFLC)  and  the  Defense 
Logistics  Agency.  Softech  is  currently  a subcontractor  to  Litton  on  a 12- 
year  AFLC  contract  to  develop  the  Reliability  and  Maintainability  Infor- 
mation System  (REMIS).  During  fiscal  1989,  Softech  won  a five-year, 
$18  million  support  services  contract  from  the  AFLC  to  provide  systems 
engineering,  logistics  systems  analysis,  communications  systems  design, 
and  related  services. 

Softech  is  subcontracting  to  EER,  Inc.  to  provide  independent  verifica- 
tion and  validation  services  to  the  Army  Information  Systems  & Engi- 
neering Command.  Softech  also  provides  a range  of  engineering  support 
services  in  the  area  of  avionics  systems  integration  and  airborne  elec- 
tronic warfare. 

p.  Sterling  Software 

Sterling’s  Federal  Systems  Business  provides  development,  network 
development,  and  systems  operations  professional  services — generally 
under  long-term  contracts — that  support  both  military  and  nonmilitary 
projects.  The  company  has  two  units.  One  is  the  Federal  Systems  Group 
that  has  two  divisions — the  Intelligence  and  Military  Division,  which 
provides  highly  specialized  communications  products,  and  the  Systems 
and  Scientific  Division,  which  provides  software  development  and 
support  services  to  the  NASA  Ames  Research  Center.  The  other  unit  is 
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ZeroOne  Systems,  which  specializes  in  the  design  and  operation  of 
supercomputer  data  centers. 

Revenue  for  fiscal  1988  reached  $72.2  million.  Most  of  the  company’s 
revenue  comes  from  the  NASA  Ames  Research  Center.  Sterling  recently 
won  a battle  royal  with  CSC  over  the  programming  support  services 
contract  at  the  center,  and  will  hold  the  contract  for  another  five  years. 
ZeroOne  has  been  responsible  for  the  development  and  operation  of  the 
Advanced  Computational  Facility  at  Ames  since  1981. 

q.  OAO  Corporation 

OAO  was  founded  in  1973  and  provides  a broad  range  of  professional 
services,  which  include  systems  development,  integration,  conversion, 
and  maintenance;  operations  support;  training;  and  systems  operations. 
OAO’s  initial  business  was  with  NASA,  but  OAO  has  expanded  its 
business  base  to  provide  services  for  several  other  federal  government 
agencies.  OAO  currently  has  900  employees  and  is  a minority  owned 
corporation. 

Recent  examples  of  contract  awards  to  OAO  include  a $7.9  million 
contract  from  the  Air  Force.  For  this  project,  OAO  will  provide  engi- 
neering services  and  applications  to  the  Navstar  System. 

Part  of  OAO  was  recendy  purchased  by  Cincinnati  Bell  Information 
Systems  (CBIS).  CBIS  had  lost  an  IRS  support  services  contract  to 
OAO,  and  CBIS  bought  the  division  of  OAO  that  was  working  on  the 
contract. 

r.  Cincinnati  Bell  Information  Systems  (CBIS) 

CBIS  is  a subsidiary  of  Cincinnati  Bell  Incorporated.  The  company  has 
3,700  employees  and  in  1989,  had  $304  million  in  revenue.  CBIS  is  a 
relative  newcomer  to  the  federal  market  but  has  extensive  experience  in 
banking  and  finance,  business  service,  manufacturing,  retail,  and  tele- 
communications. The  former  Vanguard  Technologies  Group  accounted 
for  almost  all  of  CBIS’  federal  revenues. 

CBIS  and  Recognition  Equipment  Inc.  (REI)  have  together  produced 
products  for  a high-speed  image  system  for  the  financial  industry.  CBIS 
developed  mainframe-based  software  for  check  processing.  Several 
more  applications  will  be  developed  by  the  two  companies. 

CBIS  acquired  Vanguard  Technologies  in  1988.  Vanguard  won  several 
federal  professional  services  contracts  in  the  past,  especially  in  the  area 
of  systems  operations.  Vanguard  has  contracts  with  the  departments  of 
Justice,  Agriculture,  and  Interior,  among  other  agencies. 
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CBIS  was  awarded  a contract  in  July  1990  by  GSA  for  technical  support 
services.  CBIS  provides  business  programming  services  to  all  federal 
agencies  in  a given  geographic  zone.  The  contract  is  valued  at  $78. 1 
million.  However,  this  contract  was  protested  successfully  by  Planning 
Research  Corporation.  PRC  stated  that  CBIS  unfairly  undercut  other 
bidders  on  labor  costs,  and  the  General  Services  Board  of  Contract 
Appeals  (GSBCA)  agreed. 

The  Department  of  Agriculture  awarded  a $79.7  million  contract  to  CBIS 
in  August  1990.  CBIS  provides  information  resources  management 
support  services  to  the  Farmer’s  Home  Administration. 

& Control  Data  Corporation  (CDC) 

CDC  was  founded  in  1957  and  is  headquartered  in  Minneapolis,  Minne- 
sota. CDC  is  known  for  its  computer  hardware  but  also  provides  hard- 
ware maintenance,  operating  systems  software,  systems  integration 
services,  and  systems  operations  services.  CDC  had  $2.9  billion  in  sales 
in  1989,  which  is  down  from  $3.6  billion  in  1988.  CDC  attempted  to  cut 
its  losses  by  selling  off  several  of  its  businesses  and  reducing  staff  in 
1989  and  in  1990,  but  the  losses  continue. 

CDC  is  now  emphasizing  its  businesses  as  standalone  units,  each  having 
an  identity,  market,  and  responsibility  for  building  competitive  advan- 
tage. CDC  has  three  main  divisions:  Information  Services,  Computer 
Products,  and  Government  Systems.  Government  Systems  supplies 
computer  systems,  hardware,  software,  and  related  services  to  the  DoD 
and  NASA.  In  late  1989,  the  Army  Corps  of  Engineers  awarded  CDC  a 
contract  with  a value  of  up  to  $365  million  for  up  to  1 1 years.  CDC  will 
provide  an  integrated,  worldwide  network  of  CYBER  computers.  Over 
50%  of  the  contract  revenues  will  come  from  systems  integration  services 
that  the  Computer  Products  division  will  provide. 

t.  American  Management  Systems  (AMS) 

AMS  was  founded  in  1969,  and  is  headquartered  in  Arlington,  Virginia. 
AMS  currently  has  2,700  employees,  and  in  1989  had  $225  million  in 
revenues,  compared  to  $213  million  in  1988.  However,  AMS’  services 
and  products  revenues  with  defense  agencies  declined  to  13%  of  total 
revenues  (from  26%)  by  the  fourth  quarter  of  1989.  This  was  as  a result 
of  cutbacks  in  defense  spending.  For  the  second  quarter  of  1990,  AMS 
had  revenues  of  $63.3  million.  For  the  first  half  of  1990,  AMS’  revenues 
were  $121.5  million. 

AMS  provides  several  services,  including  software  development,  require- 
ments assessment,  project  management,  network  design,  training,  and 
maintenance.  They  provide  these  services  to  the  following  markets: 
banking  and  finance,  telecommunications,  education,  retail,  government, 
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health  care,  utilities,  insurance,  wholesale/distribution,  manufacturing, 
and  energy. 

In  late  1989,  IBM  made  an  $18  million  investment  in  AMS.  The  invest- 
ment, which  was  announced  in  July  1989,  represents  approximately  10% 
interest  in  AMS.  An  IBM  vice  president  was  also  elected  to  the  Board  of 
Directors  of  AMS.  At  the  same  time,  AMS  began  work  on  the  develop- 
ment of  application  software  for  IBM. 

In  March  1990,  AMS  won  a $7.5  million  contract  for  systems  develop- 
ment support  from  the  Navy’s  Submarine  Monitoring,  Maintenance,  and 
Support  Office  (SMMSO).  AMS  will  help  SMMSO  upgrade  its  com- 
puter applications  network. 

In  April  1990,  AMS  was  named  as  the  winner  of  the  Capital  Region 
Emerging  Company  Award  by  the  Association  for  Corporate  Growth. 
The  Emerging  Company  Award  is  given  annually  to  the  company  in  the 
Baltimore/Washington  area  that  exhibits  the  most  significant  combina- 
tion of  strong  growth  and  outstanding  potential  for  future  success.  The 
key  factor  in  AMS’  selection  was  its  achievement  in  applying  the  power 
of  computer  technology  as  an  integral  part  of  business  strategy. 

In  August  1990,  AMS  announced  that  it  acquired  a 10%  equity  interest 
in  Advantage  KBS,  Inc.  (AKBS).  AKBS  is  a consulting  company 
specializing  in  knowledge- based  systems.  The  two  firms  will  jointly 
market  expert  systems  consulting  and  systems  integration  services  to 
major  insurance  companies. 

3.  Other  Professional  Services  Vendors 

This  market  is  dominated  by  professional  services  and  computer  hard- 
ware firms.  These  vendors  make  available  a broad  range  of  skills  to 
meet  planning,  development,  integration,  and  implementation  require- 
ments. 

Professional  services  vendors  offer  services  that  can  include  the  acquisi- 
tion, assembly,  and  integration  of  hardware,  communications,  and  soft- 
ware. The  presence  of  some  of  the  better-known  hardware  vendors  as 
leaders  in  the  federal  professional  services  market  is  derived  from  their 
increasing  thrust  into  alternative  areas  of  the  information  systems  and 
services  marketplace.  Smart  vendors  have  been  broadening  their  revenue 
streams  in  the  face  of  a tightening  market.  Also  included  in  this  market 
are  firms  that  have  been  spun  off  from  parent  organizations  not.  in  the 
information  services  (e.g.,  Boeing  Computer  Services,  Martin  Marietta, 
and  Grumman  Data  Systems). 

Although  they  have  not  been  included  in  the  top  twenty  vendor  list,  the 
Big  Six  accounting  firms  are  a force  in  the  market.  These  companies 
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by  Agency 


include  Andersen  Consulting,  KPMG  Peat  Marwick,  Coopers  & 

Lybrand,  Deloitte  & Touche,  Price  Waterhouse,  and  Ernst  & Young. 

Not-for-profit  organizations  also  compete  with  private  industry  for 
professional  services  work  from  the  federal  government.  Leaders  in  this 
area  include  corporations  such  as  Mitre,  Batelle  Memorial  Institute,  the 
University  of  California,  and  Camegie-Mellon.  Aerospace  Corporation 
provides  professional  services  primarily  to  the  Air  Force. 

Finally,  some  government  data  centers  with  unique  skills  and/or  available 
capacity  also  compete  with  private  industry  for  government  contracts. 
Government  agencies  have  the  choice  of  contracting  outside  or  using 
available  government  centers,  including  capabilities  of  other  agencies.  In 
many  cases  the  cost  may  be  the  same,  but  by  staying  in-house,  the  agency 
saves  the  time  and  effort  required  to  put  a contract  into  place 
competitively. 


The  information  presented  in  Exhibit  III-3  provides  GFY  1990  and  GFY 
1991  budget  data  extracted  from  the  Office  of  Management  and  Budget 
Circular  A-l  1 agency  reports.  Exhibit  III-3  does  not  cover  the  entire 
federal  government,  but  does  include  many  of  those  agencies  surveyed  by 
INPUT. 

The  GSA  continues  to  lead  in  the  amounts  spent  for  consulting,  educa- 
tion, and  training.  This  results  from  growing  popularity  of  both  the  zonal 
Basic  Ordering  Agreements  (BOAs),  as  well  as  the  BOAs  from  FEDSIM 
and  the  Software  Management  Center.  The  Department  of  Energy  has 
greatly  increased  its  budget  in  this  area.  This  is  most  likely  due  to  their 
heavy  use  of  systems  engineering  and  technical  assistance  contractors. 

In  software  development,  NASA  is  now  the  largest  user  of  outside  ser- 
vices. This  reflects  NASA’s  challenging  agenda  of  manned  space  flights, 
probe  launchings,  and  the  space  station  program.  GSA  is  also  a heavy 
user  of  outside  software  development  because  of  the  BOA  contracts.  The 
Defense  agencies  and  Energy  continue  to  use  an  abundance  of  software 
development  services. 

All  three  military  services  make  heavy  use  of  systems  operations  ser- 
vices, as  do  Energy  and  NASA,  which  have  a tradition  of  using 
contractors  for  facilities  management. 
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EXHIBIT  111-3 


Federal  Government  Agency  Professional  Services 
Budgets,  GFY  1990-1991 


$ Millions 

Consulting, 
Education,  and 
Training 

Software 

Development 

Operations  and 
Maintenance 

Agency 

1990E 

1991 F 

1990E 

1991 F 

1990E 

1991 F 

15 

14 

58 

52 

77 

78 

Agriculture 

7 

8 

57 

79 

63 

64 

Commerce 

1 

2 

5 

6 

32 

42 

Education 

75 

80 

301 

320 

255 

283 

Energy 

347 

239 

334 

404 

66 

71 

GSA 

13 

19 

51 

61 

93 

97 

HHS 

1 

<1 

28 

56 

19 

21 

HUD 

14 

11 

29 

44 

46 

49 

Interior 

33 

35 

24 

22 

20 

24 

Justice 

<1 

1 

16 

16 

38 

40 

Labor 

53 

51 

440 

510 

421 

475 

NASA 

3 

3 

35 

34 

34 

38 

State 

7 

7 

57 

64 

81 

104 

Transportation 

6 

9 

64 

90 

182 

202 

Treasury 

12 

16 

12 

26 

40 

49 

VA 

14 

7 

424 

392 

414 

442 

Air  Force 

47 

40 

429 

461 

108 

114 

Navy 

47 

48 

259 

323 

571 

628 

Army 

18 

18 

22 

24 

30 

39 

DLA 

E - estimated 
F = forecast 
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Unlike  in  past  years,  civil  agencies  are  now  showing  more  potential  for 
growth  than  defense  agencies.  This  potential  reflects  the  effect  of  budget 
constraints  on  defense  agencies,  as  well  as  the  maturation  and,  in  some 
cases,  winding  down  of  major  defense  programs.  However,  since  civil 
programs  tend  to  be  less  formalized  and  homogeneous  than  defense 
agencies,  successful  vendors  will  need  to  invest  more  in  both  marketing 
and  sales  efforts. 


Federal  Market  Issues  Information  technology  promises  to  provide  higher  quality  government 

services  at  reduced  cost  to  the  public.  However,  the  use  of  this  technol- 
ogy is  dependent  upon  the  leadership  of  Information  Resources  Manage- 
ment officials.  These  leaders  need  to  define  and  implement  a clear  but 
flexible  architecture  that  includes  the  agency’s  concept  of  how  it  will  do 
business  in  the  future.  To  discipline  the  agencies,  the  Office  of  Manage- 
ment and  Budget  now  requires  them  to  produce  long-range  Information 
Resources  Management  plans.  These  plans  describe  the  agency’s  current 
computing  environment  and  programs  and  goals  for  the  expanded  use  of 
information  technology  to  meet  the  agency’s  future  needs.  The  plan  also 
describes  how  the  agency  will  achieve  those  goals. 

1.  The  Grand  Design  Approach 

An  issue  that  federal  information  technology  managers  face  is  their 
approach  to  upgrading  their  systems.  In  the  recent  past,  agencies  often 
purchased  equipment  and  services  without  a clear  plan  for  how  they 
would  fit  into  the  agency’s  overall  strategy.  This  resulted  in  acquisitions 
of  inappropriate  or  duplicate  systems,  and  systems  that  could  not  be 
integrated  with  other  agency  systems. 

Some  agencies  have  responded  to  this  by  acquiring  a large  integrated 
system  of  hardware  and  software.  An  integrated  system  eliminates 
problems  of  connectivity  and  in  most  cases  addresses  all  of  an  agency’s 
information  technology  needs.  But  a grand  design  approach  to  develop- 
ing a computer  system  fosters  several  problems.  During  the  planning 
phase  of  the  procurement,  coordination  problems  often  arise,  and  the 
project  may  take  so  long  to  plan  and  procure  that  it  can  be  burdened  by 
staffing  problems  throughout  the  life  of  the  project. 

The  procurement  can  also  be  confounded  by  inexperienced  project 
managers  and  contracting  officials  whose  lack  of  acquisition  skills  could 
delay  the  project.  A grand  design  project  can  also  be  sidetracked  by 
uncertain  funding  during  the  planning  phase.  The  project  could  be  so 
large  and  take  so  long  to  implement  that  funding  could  be  threatened  by 
political  opponents. 

The  grand  design  is  opposed  by  some  people  in  the  GSA  and  in  the  GAO. 
Although  they  favor  the  modular  approach  to  building  systems,  grand 
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design  and  modular  projects  must  in  the  end  be  tied  together  into  inte- 
grated systems.  Many  of  the  criticisms  of  the  grand  design  approach  can 
also  be  applied  to  the  modular  approach.  The  real  difference  between  the 
two  approaches  appears  to  be  the  contract  vehicle.  Industry  and  govern- 
ment are  still  commenting  on  whether  the  modular  approach  will  work 
efficiently  and  whatv  if  any,  effect  project  downsizing  will  have  on 
systems  integration. 


Recently,  Richard  Austin,  the  Administrator  of  the  General  Services 
Administration,  said  that  federal  systems  integration  contracts  are  within 
the  law.  This  statement  was  a complete  turnaround  from  previous  GSA 
policy.  Last  year,  Frank  McDonough,  assistant  commissioner  for  GSA’s 
IRMS,  said  that  he  suspected  that  federal  systems  integration  contracts 
violated  the  Walsh-Healey  Act  of  1936. 

Congress  passed  Walsh-Healey  to  protect  the  government  from  middle- 
men who  acted  as  brokers  of  goods  and  services.  The  brokers  made  a 
profit  but  provided  nothing  of  value  to  the  government.  But  systems 
integrators  often  provide  crucial  value-added  services  through  their 
involvement  in  installing  a system  for  the  government.  Under  the  law, 
the  vendor  must  either  manufacture  the  product  he  sells  or  must  maintain 
an  inventory  of  the  product.  But  systems  integrators  usually  do  neither, 
which  was  the  original  cause  of  the  problem.  At  this  writing,  Congress  is 
still  considering  the  issue  and  the  Labor  Department  has  not  yet  issued 
new  regulations.  Further,  the  departure  of  Elizabeth  Dole  as  Labor 
Secretary  may  further  delay  any  decision. 

2.  The  Competition  In  Contracting  Act  (CICA) 

The  Competition  in  Contracting  Act  (CICA)  of  1985  provided  expanded 
legal  powers  for  ADP  protest  action  through  the  GSA  Board  of  Contract 
Appeals  (GSBCA)  and  GAO,  increased  the  opportunity  to  employ 
negotiated  contracts,  and  established  seven  more-restrictive  categories  of 
exceptions  that  permit  sole-source  awards,  as  shown  in  Exhibit  III-4. 


EXHIBIT  111-4 


Intent  of  the  Competition  In  Contracting  Act 

• Provide  for  equitable  resolution  of  protests  through 
expanded  GSBCA  and  GAO  legal  powers 

• Foster  more  competitive  opportunities 

• Clarify  sole-source  award  categories 
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The  CICA  has  not  achieved  what  was  expected,  as  is  well  known  in  the 
vendor  community.  Today,  virtually  all  major  procurements  are  pro- 
tested. Some  agencies  and  winning  vendors  are  providing  payments  to 
protesters  in  order  to  secure  withdrawal  of  the  protest.  This  is  known  as 
fedmail.  The  increased  protest  actions  occur  in  procurements  of  all  types, 
including  professional  services. 

Based  on  analyses  of  protest  decisions,  it  is  apparent  that  evaluation 
procedures  represent  the  biggest  source  of  protest  actions.  If  agencies 
lock  themselves  into  an  overly  restrictive  evaluation  model,  any  deviation 
usually  results  in  a sustained  protest.  GSA  has  recommended  more 
flexible  evaluation  models,  giving  the  selection  committee  more  latitude 
in  comparing  the  cost  and  technical  bid  specifications.  This  complicates 
the  bidding  on  professional  services  contracts,  since  the  trade-offs 
between  price  and  offerings  are  not  always  clear. 

The  General  Accounting  Office  recently  offered  information  resources 
management  officials  insurance  for  delicate  ADP  acquisitions  by  setting 
up  a “straw  man”  acquisition  model  that  agencies  can  use  to  compare 
with  their  ongoing  procurements.  Agencies  have  often  complained  that 
they  have  followed  what  they  perceived  to  be  the  rules  of  procurement 
and  still  found  themselves  the  subject  of  GAO  audit  reports.  The  GAO 
model  is  divided  into  several  phases:  presolicitation,  solicitation,  award, 
and  postaward. 

3.  Budget  Constraints 

Future-year  funding  of  current  acquisition  programs  and  approval  of 
funding  for  the  next  budget  year  are  now  in  danger  of  being  cut.  The 
authorization  of  an  agency  budget  and  the  requested  information  sources 
by  the  agency  oversight  committee  do  not  assure  the  agency  or  vendors 
that  funds  will  be  provided  in  the  out-years.  Appropriation  acts  for 
agencies  approve  the  TOA  (Total  Obligational  Authority)  for  certain 
large  systems,  but  not  the  fiscal  year  or  years  in  which  the  funds  (called 
outlays)  will  be  available. 

At  this  writing,  the  GFY  1991  budget  has  not  been  approved.  Congress 
is  working  slowly  to  write  a budget  package  that  is  acceptable  to  most 
groups.  The  President  is  holding  a hard  line  and  will  veto  any  budget 
package  that  does  not  meet  his  conditions.  Bush  has  wavered  on  tax  rates 
and  capital  gains  cuts,  and  Congress  has  fallen  to  pressure  from  special- 
interest  groups  to  remove  some  of  the  cuts  it  had  already  approved. 
Congress  must  work  to  pass  a budget  reconciliation  bill,  or  the  federal 
government  will  shut  down  again. 

The  effect  of  the  budget  crisis  on  professional  services  programs  will  be 
to  reduce  the  amount  of  overall  funding  available  for  them  and  to  slow 
the  amount  of  spending  on  outside  services.  The  government  will  move 
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to  protect  itself,  like  a turtle  withdrawing  into  its  shell.  The  government 
will  continue  to  contract  for  those  services  which  it  has  in  the  past,  but 
new  projects  and  initiatives  will  be  cancelled  or  postponed. 

4.  POSIX 

Portability  of  software,  which  protects  past  investment  in  application 
development  independent  of  the  hardware  platform  it  may  run  on,  is  in 
high  demand.  Agency  respondents  in  previous  studies  noted  a growing 
need  for  portable  software  that  is  readily  adaptable  to  a changing  hard- 
ware environment.  Professional  services  firms  should  accommodate  this 
condition  by  providing  the  procedures  and  techniques  to  foster  software 
integration. 

Some  agencies  believe  that  UNIX-based  products  provide  a partial 
solution  to  the  problem  of  interoperability  of  software  across  different 
vendors’  hardware.  However,  among  vendors,  differences  persist  on 
various  implementations  of  the  POSIX  standard,  and  these  differences 
will  retard  the  interoperability  requirements  of  agency  executives. 

Most  agencies  now  emphasize  the  need  for  information  sharing.  POSIX 
will  facilitate  trading  of  information  within  an  agency  by  allowing 
applications  developed  in  different  facilities  to  be  used  throughout  the 
agency.  Agencies  are  increasingly  required  to  merge  large  applications 
into  a single,  transparent  software  system  that  fits  their  end  users’  needs, 
rather  than  government  end  users  adapting  their  needs  to  the  capabilities 
of  agency  software. 

Exhibit  III-5  lists  software  requirements  of  federal  agencies. 


EXHIBIT  1 1 1-5 


Federal  Agencies' 
Software  Requirements 

• Portable 

• Engineering  technologies 

• High-level  development  tools 

• Analytic  tools 
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To  modernize  software  and  effect  productivity  improvement,  agency 
ADP  organizations  are  seeking  greater  use  of: 

• Software  engineering  technologies,  including  more  efficient  software 
management  methods,  software  development  methodologies,  and  data 
dictionaries 

• Higher-level  development  tools,  including  program  generators  and 
fourth-generation  languages 

• Better  analytic  tools  for  all  sizes  of  machines — microcomputers,  mid- 
size computers,  and  mainframes — that  will  provide  programmers  with 
development  aids  such  as  automatic  documentation,  cross-referencing, 
etc.  Agencies  also  require  improved  system  software  for  super- 
computers, and  this  represents  a growing  market. 

5.  GOSIP 

Most  federal  agencies  appear  ready  to  implement  systems  under 
GOSIP — the  Government  Open  Systems  Interconnect  Profile.  GOSIP  is 
a subset  of  the  International  Open  Systems  Interconnect  Communication 
standards.  GOSIP  will  support  interoperability  and  data  exchange  among 
different  federal  computer  systems  and  communications  networks.  As  of 
1990,  GOSIP  is  a requirement  for  new  systems  and  services.  Agencies 
will  use  GOSIP  to  integrate  their  multivendor  networks  and  systems. 

With  the  DoD,  vendors  face  a potential  dilemma.  On  one  hand,  DoD  has 
specified  GOSIP  as  a mandatory  standard  beginning  in  1990.  However, 
several  DoD  agencies  are  showing  reluctance  to  abandon  the  Transmis- 
sion Control  Protocol/Intemet  Protocol  (TCP/IP)  standard. 

Therefore,  over  the  next  few  years  DoD  will  procure  systems  with  both 
GOSIP  and  TCP/IP.  Further,  it  is  certainly  possible  that  even  after  1990 
TCP/IP  will  still  be  used.  Vendors,  therefore,  must  show  a willingness  to 
adapt  to  changing  government  requirements.  Requirement  for  the  dual 
standard  is  evidenced  by  a recent  Air  Force  contract  to  provide  network 
interfaces  that  support  both  GOSIP  and  TCP/IP  standards.  The  Air 
Force,  unable  to  determine  which  standard  to  follow,  decided  that  only  a 
dual-standard  approach  would  provide  suitable  connectivity. 

6.  Computer  Security 

Computer  security  for  the  federal  government  focuses  on  protecting  the 
integrity  of  federal  information  systems.  The  concept  of  integrity  in 
government  information  entails  the  confidentiality  of  data  to  which 
access  should  be  limited,  such  as  personal,  proprietary,  and  national 
security  classified  data.  It  also  includes  assuring  the  accuracy  and  acces- 
sibility of  information  so  that  the  public  can  be  informed  and  agencies 
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can  discharge  their  duties  efficiently  and  responsively. 

The  federal  government  will  spend  ample  sums  on  professional  services 
support  to  help  meet  its  computer  security  needs.  First,  the  Computer 
Security  Act  requires  training  of  appropriate  personnel.  Although  the 
Office  of  Personnel  Management  (OPM)  has  become  very  active  in  this 
area,  various  private  groups  are  also  providing  computer  security  training 
to  federal  personnel.  Continuing  consulting  support  will  be  needed  for 
security  evaluations  and  audits,  as  well  as  for  upgrading  computer  secu- 
rity measures.  However,  if  the  agencies  are  not  required  to  submit 
updated  security  plans,  the  volume  of  planning  opportunities  will  likely 
disappear.  Custom  software  development  will  also  play  an  important 
role  in  the  computer  security  market.  This  market  is  covered  in  another 
Federal  Information  Systems  Program  report,  The  Federal  Computer 
Security  Market,  1990-1995. 

7.  Ada 

The  federal  Ada  market  is  now  becoming  a major  force,  despite  its  slow 
start.  The  Ada-related  software  development  market  is  growing  slightly 
faster  than  the  overall  federal  software  development  market.  INPUT  has 
forecasted  the  Ada  software  development  market  to  grow  from  $66 
million  in  1989  to  $104  million  in  1994,  a CAGR  of  10%.  This  strong 
growth  is  because  most  Ada  projects  require  new,  custom  solutions. 

The  House  Appropriations  Committee  recently  approved  a 1991  DoD 
budget  package  that  would  require  all  software  to  be  written  in  Ada.  The 
bill  proposes  that  after  June  1991,  all  new  software  be  in  Ada  unless  the 
defense  secretary  issues  a waiver.  The  bill  added  $10  million  in  Ada 
research  and  development. 

It  has  been  reported  that  most  Ada  software  engineers  and  program 
managers  believed  that  Ada  increased  their  productivity.  However,  in  a 
recent  report,  GAO  complained  that  DoD  had  not  designed  projects  to 
assess  the  long-term  cost  savings  and  other  benefits  of  Ada.  This  may 
account,  in  part,  for  Ada’s  slow  progress  because  budget  constraints  may 
inhibit  program  managers  from  experimenting  with  Ada. 

In  some  respects,  many  Ada  products  are  now  tied  in  with  CASE  prod- 
ucts. Many  vendors  now  offer  product  packages  that  include  modules 
from  both  disciplines.  Thus,  vendors  can  offer  more  comprehensive 
solutions  to  agency  problems.  However,  some  agencies  have  been  slow 
to  take  advantage  of  these  packages  because  of  cuts  in  training  budgets. 

It  has  been  proposed  that  Ada  should  be  made  POSIX-compliant  in  order 
to  put  the  language  in  the  mainstream  and  ensure  its  survival.  Current 
versions  of  Ada  do  not  communicate  effectively  with  the  rest  of  the 
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programming  world,  and  it  lacks  a standard  execution  environment. 
POSIX  could  provide  this  environment. 

8.  Artificial  Intelligence 

Vendors  are  focusing  on  introduction  of  new  artificial  intelligence  tech- 
nology to  the  government,  primarily  in  the  areas  of  software  development 
and  decision  support.  Currently,  expert  systems  (which  are  a popular 
subset  of  the  family  of  AI  capabilities)  are  being  developed  as  standalone 
end-user  production  systems  to  automate  knowledge-based  processing. 

In  meeting  federal  professional  services  needs,  vendors  must  often 
include  AI  features  as  part  of  their  offerings.  Exhibit  IU-6  lists  the  uses 
of  AI  in  federal  agencies. 


EXHIBIT  111-6 


Use  of  Artificial  Intelligence 
in  Federal  Agencies 

• Expert  systems  for  software  development 
and  decision  support 

• Training 

• Prototype  systems 

• Information  systems  management 


The  DoD  is  taking  the  lead  in  developing  artificial  intelligence  programs. 
AI  is  providing  useful  training  for  analysts,  and  applications  are  being 
employed  in  tactical  situations  and  support  functions.  Civil  agencies  are 
also  developing  and  operating  expert  systems  for  large-scale  information 
processing. 

As  in  other  software  areas,  the  government  is  looking  to  industry  for 
solutions,  not  just  products.  Therefore,  in  response  to  this  trend,  AI 
vendors  will  migrate  beyond  standalone  systems  to  new  products  that 
integrate  approaches  and  solutions.  Current  federal  prototyping  efforts 
are  demonstrating  AI  feasibility  in  information  storage  and  retrieval,  data 
communication,  and  other  typical  management  functions.  Areas  in  which 
federal  workers  must  interview  the  public  seem  especially  promising  for 
AI. 
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9.  Procurement  Integrity  Act 

The  Procurement  Integrity  Act,  originally  passed  by  Congress  in  1988,  is 
scheduled  to  go  back  into  effect  December  1,  1990.  The  House  and  the 
Senate  are  split  about  whether  to  let  the  Integrity  Act  go  into  effect,  or  to 
extend  the  suspension  another  six  months  in  order  to  consider  a new 
ethics  bill  recently  proposed  by  the  Bush  Administration.  John  Conyers, 
chairman  of  the  House  Government  Operations  Committee,  is  in  favor  of 
letting  the  integrity  act  go  into  effect  later  this  year,  as  is  Jack  Brooks, 
the  former  committee  chairman.  However,  the  move  to  postpone  the  law 
for  further  consideration  of  alternative  measures  has  strong  support  in 
other  parts  of  the  House.  Given  the  current  inability  of  Congress  to  make 
a decision,  they  will  probably  extend  the  suspension. 

Conyers  replaced  Jack  Brooks  as  committee  chairman  in  1989.  To  date, 
Conyers  has  been  less  involved  than  Brooks  in  the  federal  procurement 
process.  However,  Conyers  has  shown  interest  in  probing  alleged  bias 
toward  IBM  in  the  federal  procurement  process.  In  April  1990,  Conyers 
requested  a report  by  the  Department  of  Defense  Inspector  General  on 
possible  violations  by  Unisys  of  the  Buy  American  Act.  The  investiga- 
tion is  focusing  on  the  Desktop  III  contract  to  determine  if  Unisys  was 
unfairly  favored  in  areas  such  as  Buy  American  violations,  bundling  of 
the  math  coprocessor  with  the  central  processor  unit,  and  the  delay  of  a 
functional  test  demonstration  from  pre-award  to  post-award. 

Conyers’  committee  is  also  investigating  the  Treasury  Department 
DMAC II  contract  for  the  possibility  of  fraud.  Conyers  is  trying  to 
determine  whether  the  Treasury  procurement  system  is  extremely  poor  or 
simply  fraudulent.  Conyers  appears  to  be  interested  in  issues  surround- 
ing large  information  systems  procurements.  Brooks,  although  he  is  no 
longer  the  chairman  of  the  House  Government  Operations  Committee,  is 
still  interested  in  federal  information  systems  procurements.  Brooks  is 
now  the  chairman  of  the  House  Judiciary  Committee.  Brooks  wants  the 
funding  of  the  Justice  Department  Project  Eagle  frozen  at  $12  million 
while  his  committee  investigators  continue  probing  the  contract  for  the 
underlying  causes  of  problems  within  the  procurement  process. 

10.  Trail  Boss 

The  Trail  Boss  program  initiated  by  GSA  appears  to  be  successful. 

Many  federal  managers  have  received  their  training  and  are  now  leading 
federal  information  systems  acquisition  projects.  The  GSA  now  wants  to 
establish  second  and  third  Trail  Boss  programs.  One  would  train  1,000 
managers  by  the  year  2000.  The  third  Trail  Boss  program  will  prepare 
senior  IRM  managers  for  all  facets  of  installing  and  maintaining  major 
systems. 
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11.  MASCs 

At  this  writing,  much  confusion  exists  about  GSA  policies  for  Multiple 
Award  Schedule  Contracts  (MASCs),  especially  as  they  relate  to 

• Delegation  requirements 

• Synopsis  requirements 

• Maximum  Order  Limitations  (MOLs) 

INPUT  obtained  a copy  of  the  GSA  document  entitled  Final  Report  of 
Government-Wide  Task  Group  on  Multiple  Award  Schedule  Contracts , 
dated  August  1988.  This  document  is  available  for  client  review  in  the 
INPUT  library.  The  report  recommends  an  increase  in  the  synopsis 
threshold  from  $50,000  to  $250,000.  However,  it  does  not  appear  that 
GSA  will  implement  this  recommendation,  at  least  not  in  the  near  future. 
The  report  also  recommends  raising  both  the  Maximum  Order  Limit 
(MOL)  and  the  DPA  threshold  to  $600,000. 

The  report  is  a bit  ambiguous,  but  increasing  the  thresholds  seems  to  be 
its  aim.  However,  at  this  writing,  it  appears  that  the  DPA  threshold  will 
be  raised  to  $300,000,  matching  the  current  MOL.  INPUT  recommends 
that  clients  use  the  hotline  service  to  get  updates  on  the  status  on  these 
issues  when  needed. 

Recently,  GSA  announced  that  by  mid- 1991  it  would  require  delegations 
of  procurement  authority  (DPAs)  for  professional  services  contracts 
meeting  certain  criteria  and  thresholds.  This  reflects  GSA’s  (belated) 
recognition  of  the  importance  of  these  contracts  in  federal  IRM.  It 
remains  to  be  seen  what,  if  any,  effect  this  change  will  have  on  the 
federal  professional  services  market. 

12.  Mergers  and  Acquisitions 

The  merger  and  acquisition  trends  in  the  federal  marketplace  seem  to  be 
subsiding.  Because  the  federal  professional  services  market  is  growing  at 
a slower  pace,  professional  services  firms  lose  their  attractiveness  and 
lose  their  value.  Black  and  Decker  could  not  find  a buyer  for  PRC  and 
Advanced  Technology,  Inc.,  so  the  two  firms  are  being  merged.  The  new 
firm  will  be  called  PRC  Inc.  but  will  be  headed  by  Scott  Thompson,  the 
former  ATI  chief.  BDM  was  recently  acquired  by  the  Carlyle  Group  and 
may  have  found  a permanent  home.  The  Carlyle  Group  has  Frank 
Carlucci  as  a top  officer,  and  Carlucci  has  indicated  his  interest  in 
keeping  BDM. 
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A 

Significant 

Problems/Issues 


Federal  User  Requirements  and 
Trends 


Federal  information  system  (IS)  modernization  directives,  in  combination 
with  automation  demands  and  technology  advances,  are  contributing 
heavily  to  the  federal  government’s  continuous  need  to  improve  the 
quality  and  quantity  of  ADP  services.  This  is  occurring  within  the  con- 
fines of  budget  deficit  reduction  measures.  At  the  same  time,  moderniza- 
tion directives  are  overcoming  the  handicap  of  a rapidly  aging  ADP 
inventory  and  escalating  software  costs.  More  requirements  contracts 
and  greater  use  of  functional  specifications  are  facilitating  this  transition 
to  new  and  better  systems. 

1.  Budget  and  Personnel  Constraints 

Most  federal  agencies  do  not  have  the  necessary  staff  to  support  the 
quality  or  quantity  of  IS-supported  services  demanded  by  the  Congress 
and  by  the  American  public.  Agency  respondents  noted  that  the  current 
federal  personnel  policies  have  kept  government  agencies  from  hiring 
and  retaining  enough  qualified  IS  staff.  Hiring  ceilings  and  low  salaries 
were  cited  as  the  main  reasons  leading  to  the  increased  attrition  rate  in  the 
government  and  the  growing  use  of  contractors  for  professional  services. 
In  most  metropolitan  areas  the  problem  becomes  even  more  acute. 

The  federal  government  cannot  compete  with  the  private  sector  in  recruit- 
ing because  the  financial  rewards  offered  by  the  private  sector  are  better. 
Furthermore,  government  personnel  policies  contain  outdated  standards 
and  job  descriptions  and  impose  severe  administrative  problems. 

Some  resolutions  to  these  problems  are  being  developed.  Currently, 
agencies  are  working  with  the  Office  of  Personnel  Management  to  up- 
grade procurement  professionals  and  give  greater  support  for  contracting 
personnel.  The  Trail  Boss  program  has  also  been  initiated;  this  program 
is  improving  the  training  of  contract  administrators  and  senior  project 
managers. 
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In  keeping  with  administration  policies  relating  to  OMB  Circular  A-76, 
most  commercial-type  (as  defined  by  OMB)  activities  are  subject  to 
being  contracted  out  This  includes  most  activities  supporting  informa- 
tion systems,  with  the  exceptions  of  planning,  budgeting,  and  overall 
program  responsibility. 

For  the  past  several  years,  budget  cuts  have  somewhat  limited  the  growth 
of  the  professional  services  market.  However,  as  indicated  in  the  previ- 
ous chapter,  the  federal  professional  services  market  will  continue  to 
show  significant  growth,  which  is  further  shifting  the  balance  between 
in-house  and  contracted  professional  services  activities. 

2.  IS  Equipment  Inventory  Upgrade 

Upgrading  the  existing  inventory  of  IS  will  initially  result  in  reduced 
software  maintenance  costs.  However,  this  upgrade  will  not  significantly 
impact  overall  software  expenditures  for  several  years. 

• The  impact  of  the  IS  equipment  purchase  versus  lease  directives  will 
likely  remain  mixed  for  some  time.  The  additional  funding  that  would 
be  directed  toward  purchase  of  equipment  might  slow  the  upgrading 
process  to  new,  more  modem  equipment.  It  might  also  increase  the 
amount  of  maintenance  required  to  keep  obsolete  equipment  (and  the 
software  designed  to  run  on  that  equipment)  operational  until  it  is 
replaced.  That  portion  of  maintenance  included  in  FM  contracts 
comprises  part  of  INPUT’S  professional  services  delivery  mode. 
However,  as  discussed  in  Chapter  III,  other  forces  are  expected  to 
increase  the  number  of  professional  services  opportunities. 

• The  GAO  has  estimated  that  70%  of  life  cycle  software  costs  are 
related  to  maintenance.  As  more  custom  software  and  complex  sys- 
tems are  developed  by  or  for  the  government,  more  maintenance  labor 
will  be  required  to  keep  that  software  functional,  including  interim 
upgrades  to  expand  the  applications  of  the  host  computers.  This  may 
lead  to  growth  in  on-site  support  services  among  professional  services 
firms.  INPUT  includes  software  maintenance  in  the  software  develop- 
ment category  of  professional  services. 

3c  Personal  Computers 

The  rapidly  escalating  rate  of  acquisition  of  personal  computers  by 
government  personnel  has  highlighted  major  problems  of  accessibility  to 
the  government’s  numerous  data  bases  and  has  created  opportunities  for 
professional  services  contractors. 

• Re-encoding  data  designed  for  large  systems  can  require  substantial 
effort,  cause  delays  in  data  availability,  or  lead  to  inaccurate  conclu- 
sions. 
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• Implementation  of  newer  technology  with  more-efficient  software 
imposes  an  additional  technical  problem — how  to  recover  information 
from  the  tapes  of  earlier  systems,  especially  when  the  file  codes  and 
procedures  are  inadequately  documented.  Numerous  professional 
services  firms,  often  acting  through  requirements  contracts  at  GSA’s 
Office  of  Technology  Assistance  (OTA),  have  successfully  assisted 
agencies  in  this  effort. 

• An  increasing  number  of  federal  end  users  require  training  on  hardware 
and  PC-based  systems,  thus  increasing  education  and  training  opportu- 
nities. 

• Security  risks  escalate  with  proliferation  of  sensitive  data  in  PCs  that 
are  not  adequately  protected  during  user  absence.  While  the  impact  of 
these  risks  may  be  uncertain  at  this  time,  it  seems  likely  that  more 
consulting  support  will  be  required  to  help  protect  this  data. 

4.  Embedded  Computers 

Embedded  computers  are  digital  computers  that  are  applied  in,  among 
other  things,  real-time  military  equipment  operations  to  solve  tactical, 
strategic,  and  operational  problems.  An  embedded  computer  is  capable 
of  accepting  information  about  and  providing  the  results  of  these  prob- 
lems. As  embedded  computers  become  more  popular  in  federal  applica- 
tions, professional  services  opportunities  to  support  them  will  become 
more  common. 

Although  INPUT  did  not  include  services  provided  by  professional 
services  contractors  to  support  the  embedded  computer  market  in  its 
forecast,  there  are  many  opportunities  for  vendors  serving  these  systems. 
Contract  services  are  required  for  consulting,  training  and  education, 
software  development,  and  systems  operations. 

5.  Software  and  Related  Services 

OMB  is  continuing  to  pressure  agencies  to  contain  costs  by  maintaining 
existing  software  and,  when  that  is  not  possible,  to  acquire  software 
packages  rather  than  create  new  custom  software.  For  example,  OMB 
has  mandated  that  financial  software  packages  be  acquired,  rather  than 
developed,  that  conform  to  an  interagency  standard.  In  past  years,  civil 
agencies  have  had  the  propensity  to  purchase  packaged  software.  But  last 
year,  the  Army  was  the  largest  buyer,  with  $96.4  million  spent  in  1989. 
The  Navy  followed  with  $55  million,  and  the  greatest  spending  by  a 
civilian  agency  was  $20.8  million  by  the  Department  of  Agriculture. 

Among  defense  agencies,  the  Air  Force,  Navy,  and  Army  all  have  sub- 
stantial systems  analysis  and  programming  budgets.  However,  growth  in 
expenditures  over  the  last  several  years  has  been  slow  and  will  remain  so 
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for  the  forecast  period.  Slow  growth  notwithstanding,  these  agencies 
represent  significant  opportunities  for  custom  software  development, 
having  planned  over  $900  million  in  spending  in  government  fiscal  year 
1989  alone. 


B 

Budget  and 
Applications 


In  earlier  surveys,  most  agency  respondents  indicated  that  requirements 
for  professional  services  would  increase.  Agencies  emphasized  the  need 
for  new  and  expanded  data  services  that  exceeded  current  staff  capacity 
and  capabilities.  Further,  as  pointed  out  above,  OMB  Circular  A-76  was 
having  a strong  impact,  especially  in  DoD  maintenance  expenditures. 

Although  use  of  consulting  and  education/training  services  will  increase, 
there  is  considerable  pressure  to  contain  expenditure  growth.  Education/ 
training  (along  with  travel)  may  be  hardest  hit  by  this  pressure.  In  fact, 
several  agencies  expressed  a belief  that  the  agency  would  conduct  educa- 
tion/training only  as  required  for  new  systems  and  only  to  the  extent  that 
the  service  is  offered  by  the  systems  supplier.  Thus,  education/training 
would  be  pulled  in-house  and  occasionally  limited  to  on-the-job  experi- 
ence. However,  a countertrend  is  appearing  in  microcomputers,  whose 
proper  use  requires  special  training. 

The  largest  agency  users  of  professional  services  by  the  service  catego- 
ries of  software  development,  consulting  services,  education  and  train- 
ing, and  systems  operations  are  shown  in  Exhibits  IV- 1 through  IV-4. 
GSA  Federal  Procurement  Data  Center  data  for  GFY  1988  was  analyzed 
to  determine  the  percent  of  market  dollars  spent  by  each  agency  in  each 
service  category.  Due  to  some  reporting  difficulties  among  the  agencies, 
GSA  was  unable  to  develop  accurate  data  for  1989. 

Of  the  market  dollars  spent  by  all  federal  agencies  for  contractor  soft- 
ware development  assistance,  the  Navy  has  purchased  the  most  (24%). 
This  primarily  reflects  the  Navy’s  modernization  of  logistics  and  supply 
systems.  GSA’s  high  percentage  (13%)  reflects  the  high  level  of  Basic 
Ordering  Agreements  (BOAs)  for  zonal  (geographic)  support  and  spe- 
cialized (FEDSIM  and  Software  Management  Center)  support.  Mean- 
while, modernization  of  air  traffic  control  systems  accounts  for  much  of 
Transportation’s  total  (see  Exhibit  IV-1). 
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EXHIBIT  IV- 1 


Federal  Government  Professional  Services 
Top  Four  Agency  Users,  GFY  1988 
Service  Category:  Software  Development 


Source:  Ziff-Davis  Pinpoint,  1989,  GFY  1988 


The  heaviest  users  of  consulting  services  during  GFY  1988  were  the  DoD 
agencies,  accounting  for  75%  of  the  dollars  spent  in  this  category.  The 
largest  user  was  the  Air  Force  (42%),  and  the  little-known  U.S.  Interna- 
tional Development  Cooperation  Agency  was  the  largest  civil  user  (8%) 
(see  Exhibit  IV-2). 
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EXHIBIT  IV-2 


Federal  Government  Professional  Services 
Top  Four  Agency  Users,  GFY  1988 
Service  Category:  Consulting  Services 


Source:  Ziff-Davis  Pinpoint,  1989,  GFY  1988 


Agency  use  of  education  and  training  services  provided  by  contractors 
was  very  similar  to  that  of  consulting  services,  DoD  agencies  spent  close 
to  70%  of  the  dollars  expended  on  education  and  training  services. 

Again,  the  U.S.  International  Development  Cooperation  Agency  was  the 
largest  civilian  procurer  of  services  (see  Exhibit  IV-3). 
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EXHIBIT  IV-3 


Federal  Government  Professional  Services 
Top  Four  Agency  Users,  GFY  1988 
Service  Category:  Education  and  Training 


Source:  Ziff-Davis  Pinpoint,  1989,  GFY  1988 


Not  surprisingly,  GS  A and  NASA  were  the  largest  employers  of  contrac- 
tors to  operate  government-owned  data  centers.  Both  agencies  are  known 
to  rely  on  high  levels  of  outside  technical  assistance  and  expertise  to 
operate  their  computer  systems.  Only  one  DoD  agency,  the  Navy,  spent 
significant  dollars  on  outside  contractor  assistance  to  operate  its  computer 
operations.  New  initiatives  to  bring  functions  in-house  at  several  Navy 
agencies  may  change  this  in  the  future.  The  Department  of  Justice  also 
spent  a considerable  amount  on  systems  operations  assistance  since  most 
of  its  computer  centers  are  operated  by  contractor  personnel  (see  Exhibit 
IV-4). 
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EXHIBIT  IV-4 


Federal  Government  Professional  Services 
Top  Four  Agency  Users,  GFY  1988 
Service  Category:  Systems  Operations 


Source:  Ziff-Davis  Pinpoint,  1989,  GFY  1988 


Vendors  specializing  in  offering  specific  types  of  professional  services 
need  to  market  to  those  agencies  that  are  the  largest  users  of  contractor 
assistance  in  those  areas.  However,  continued  popularity  of  A-76 
principles  may  open  up  more  agencies  to  contractor  support. 

1.  Professional  Services  Budget  Distribution 

INPUT’S  analysis  revealed  that  there  were  significant  differences  but 
also  some  similarities  in  the  distribution  of  the  professional  services 
budgets  of  the  DoD  and  of  the  civilian  agencies,  as  shown  in  Exhibits 
IV-5  and  IV-6. 

Consulting  expenditures  accounted  for  the  highest  percentage  of  the 
budget  for  both  DoD  and  civilian  agencies.  However,  the  budget  for 
DoD  agencies  was  almost  30%  higher  than  for  civilian  agencies.  This 
reflects,  among  other  things,  the  requirement  for  more  studies  in  DoD  to 
conform  to  life  cycle  management  directives. 


IV -8 


© 1990  by  INPUT.  Reproduction  Prohibited. 


FIFP7 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990-1995 


INPUT 


EXHIBIT  IV-5 


EXHIBIT  IV-6 


Professional  Services  Budget 
Distribution  by  Service  Category 
Civil  Agencies 


Professional  Services  Budget 
Distribution  by  Service  Category 
Defense  Agencies 


Systems  Operations 


FIFP7 


©1990  by  INPUT.  Reproduction  Prohibited. 


IV -9 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990-1995 


INPUT 


® Budget  allotment  distributions  for  education  and  training  were  similar 
for  both  types  of  agencies  and  represent  approximately  14%  of  the 
professional  services  budgets. 

* Systems  operations  services  in  civil  agencies  reflect  the  continuing 
need  to  cover  the  larger  staffing  shortfalls  in  personnel.  Similarly, 
contracted  software  development  activities  represented  a larger 
proportion  of  the  civil  agencies’  professional  services  budgets. 

2.  Application  Areas 

As  might  be  expected,  agencies  used  professional  services  contracts  for  a 
wide  range  of  applications.  In  an  earlier  version  of  this  report,  INPUT 
surveyed  agencies  on  their  application  plans  for  professional  services 
contracts.  Exhibits  IV-7  and  IV-8  summarize  this  data  for  civilian  and 
defense  agencies. 


EXHIBIT  IV-7 


Federal  Government  Professional 
Services  Application  Areas 
Civil  Agencies 
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EXHIBIT  IV-8 


Federal  Government  Professional 
Services  Application  Areas 
DoD  Agencies 


The  data  has  been  normalized  somewhat  to  allow  for  a comparison  of 
categories.  While  most  of  the  categories  are  obvious,  some  require 
explanation: 

« Administration  and  logistics  includes  the  housekeeping  functions 
required  to  operate  federal  agencies,  such  as  personnel,  procurement, 
and  ordering  supplies. 

® MIS  includes  support  for  the  IRM  organizations  in  such  typical  areas  as 
technical  consulting,  software  development,  and  performance 
measurement. 

• Data  management  includes  the  control  and  dissemination  of  data  to 
federal  agencies,  such  as  provision  of  data  base  services  and  the 
structuring  of  data  bases  in  support  of  specific  applications. 
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c 

Agency  Perceptions 
of  Professional 
Services 


In  both  DoD  and  civil  agencies,  the  predominant  applications  for  which 
professional  services  were  contracted  were  those  associated  with  general 
data  processing  in  support  of  management/administrative  requirements. 
Financial  applications  and  logistics  made  up  the  largest  specific  applica- 
tions. Other  applications  covered  a range  of  information  systems  and 
appeared  unique  to  the  individual  needs  of  each  agency.  Other  systems 
mentioned  frequently  included  such  tactical  directions  as  LANs,  distrib- 
uted processing,  and  centralized  data  bases.  While  still  a less-frequent 
target,  office  automation  continues  to  be  an  application  for  which  agen- 
cies buy  professional  services.  Applications  tend  not  be  esoteric  in 
nature,  but  rather  “plain  vanilla”  systems  that  serve  as  the  backbone  of 
each  agency. 

While  scientific  applications  made  up  a relatively  small  portion  of  the 
civilian  area,  they  represented  nearly  one-fifth  of  the  defense  applica- 
tions. This  is  somewhat  surprising,  in  view  of  the  scientific  emphasis  of 
some  civilian  agencies,  such  as  Commerce,  NASA,  and  Energy.  A 
follow-up  with  agency  respondents  indicated  that  both  Commerce  and 
Energy  tended  to  use  more  in-house  employees  for  scientific  work, 
leaving  only  NASA  to  focus  on  contractors. 

INPUT’S  subsequent  surveys  suggested  that  many  agencies  have  in- 
creased their  interest  in  mission-oriented  applications  that  require  custom 
software  development.  These  applications  reflect  the  business  of  the 
agencies,  such  as  a tax  audit  system  at  IRS,  a patient  eligibility  system  at 
VA,  or  a polluted  site  tracking  system  at  EPA.  In  some  cases,  agencies 
had  become  subject  to  administrative  pressures  to  use  commercial  soft- 
ware packages  when  possible  to  support  these  applications.  However, 
due  to  the  specialized  nature  of  so  many  of  these  applications,  many 
agencies  were  still  seeking  custom  software  to  satisfy  their  needs. 


1.  Advantages/Benefits  of  Professional  Services 

Civil  and  DoD  agencies  used  professional  services  contracts  primarily 
because  contractors  provided  experience  and  expertise  that  were  not 
available  extensively  within  the  agency,  as  shown  in  Exhibit  IV-9.  This 
data  is  based  primarily  on  findings  from  earlier  surveys.  The  totals  add 
to  more  than  100%  due  to  multiple  responses. 

Professional  services  contracts  were  also  used  because  they  give  the 
agency  the  ability  to  balance  workloads  without  increasing  or  decreasing 
government  staff  as  requirements  are  added  and/or  removed.  Some 
government  respondents  believed  that  contractor  labor  is  less  expensive 
than  government  employee  labor  in  performing  the  same  task;  in  addi- 
tion, fixed-price  contracting  enables  the  government  to  put  a ceiling  on 
the  overall  cost  This  in  particular  was  considered  an  advantage  by  DoD 
respondents. 


rv-12 


O 1990  by  INPUT.  Reproduction  Prohibited. 


FIFP7 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990-1995 


INPUT 


EXHIBIT  IV-9 


Agency  Views  of  Advantages/Benefits 
of  Professional  Services 


Advantage/Benefit 
Expertise  and  Staff  Skills 

Balanced  Workload 

Cost-Effective/Cost  Saving 

Expedience 

Staff  Flexibility 

Advanced  Technology 

Staff  Experience 

Other 


0 Civil  Agencies 
0 DoD  Agencies 


0 20  40  60  80 

Percent  of  Respondents 


100 


Objectivity,  which  includes  the  ability  of  the  contractor  to  take  an  unbi- 
ased approach  to  a problem  without  being  affected  by  internal  agency 
politics,  is  essential.  The  civil  agencies  considered  expediency  advanta- 
geous. Expediency  can  be  measured  in  terms  of  accelerated  schedules,  as 
well  as  in  terms  of  fewer  problems  with  government  rules,  regulations, 
and  policies  than  if  the  work  were  performed  in-house. 
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2„  Disadvantages/Liabilities  of  Professional  Services 

The  difficulty  in  managing  contracts  for  professional  services  was  the 
primary  disadvantage  described  by  both  the  civil  agencies  and  DoD,  as 
shown  in  Exhibit  IV- 10.  This  factor  was  by  far  the  major  liability  ac- 
cording to  DoD  respondents.  Performance  risk,  or  government  agencies' 
concern  that  the  contractor  could  not  deliver  or  would  deliver  an  unac- 
ceptable product,  was  considered  a significant  liability  by  civil  agencies. 
Adherence  to  schedule  was  also  a factor. 


EXHIBIT  IV-10 


Agency  Views  of  Disadvantages/Liabilities 
of  Professional  Services 
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D 

Case  Studies  of 
Professional  Services 
Contracts 


The  problems  associated  with  procurement,  including  the  long  lead  time 
required  for  contracting  and  the  risk  of  protest  by  losing  bidders,  were 
considered  a disadvantage  by  the  agencies.  The  learning  curve,  or  the 
time  it  takes  contractors  to  “come  up  to  speed”  on  the  problem,  was 
considered  a disadvantage  by  22%  of  the  civil  agencies  and  by  11%  of 
the  DoD  respondents.  This  is  especially  important  on  low-priced  “body 
shop”  contracts,  where  turnover  runs  especially  high. 

Although,  as  described  in  the  previous  section  of  this  report,  the  agencies 
could  not  accomplish  all  of  their  assigned  work  without  contractor  sup- 
port, it  is  considered  by  some  to  be  a disadvantage  to  become  dependent 
on  a contractor.  The  consensus  of  those  who  considered  this  a disadvan- 
tage was  that  contracting  for  professional  services  weakened  agency 
ability  to  do  further  work  because  the  contractor  ended  up  with  most  of 
the  expertise  in  this  area  of  work.  This  also  helps  the  contractor  prolong 
his  services  to  the  client. 


In  this  section,  case  studies  of  professional  services  projects  that  have 
either  been  completed,  or  are  well  into  the  contract  life  cycle,  are  pre- 
sented. The  data  was  provided  by  prime  contractors.  The  case  studies 
illustrate  how  contractors  attempt  to  manage  complex  systems  needs  by 
providing  consulting  services,  software  development,  education  and 
training,  and  systems  operations  functions.  Summary  contract  data  is 
also  shown  (when  available)  to  depict  how  varying  project  requirements 
can  affect  contract  type. 
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FEDERAL  PROFESSIONAL  SERVICES  PROJECT  CASE  STUDY 


Program  Name:  Office  Automation  (OA) 

Department:  Department  of  Commerce 

Branch:  National  Oceanographic  and  Atmospheric 

Administration  (NOAA),  National  Marine  Fisheries  Service 
(NMFS) 


Mission  Problem/ 
Function: 


To  allow  NMFS  personnel  to  use  automated  systems,  to  raise  productiv- 
ity, and  to  assist  in  the  analysis,  planning,  and  implementation  of  ex- 
panded and  upgraded  systems  and  facilities. 


Major  Tasks 
Performed 


• Molded  and  led  the  project  team 

• Performed  studies 

• Planned,  selected,  and  implemented  a LAN  of  PCs  and  provided 
support 


Contract  Information 


Type 

Amount 

Duration 

Fixed  Fee 

$1.6  million 

5 years 

Schedule 


RFP  Release 

Bid  Due 

Award 

Completion 

UNK 

UNK 

4/1/85 

3/90 
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Contractor(s) 


Company 

Function 

Prime  Contractor 
Subcontractor 

Outside  Consultant 

ASG 

GTSI 

Ted  Gaughon 

Office  Automation  Support 

LAN  Installation 

Cable  Plant  Analysis 

Project  Components 
Overview 


Professional  Services 


Consulting  Services 
Software  Development 
Systems  Operations 
Education/Training 


Contractor  Responsibility 
(P= Prime,  S=Sub,  0=0ther) 
O 
P 
P 
P 


Project  Components 
Detail 

Consulting  Services 

$200,000 


Contractor  Responsibility 
(P=  Prime,  S=Sub,  0=Other) 

Systems  Management 
Consulting 

P 

Services  Management 
Consulting 

P 

Technical  Project 

Assistance 

P 

Management  Project 
Assistance 

P 

Feasibility  Analysis 

P 

Cost-Effectiveness 
Trade-Off  Studies 

P 
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Software 

Development 

$300,000 


Applications  Developed/ 

Contractor  Responsibility 

Modified 

(P=Prime,  S=Sub,  0=Other) 

Mainframe  Applications 

P,0 

Network  Applications 

P 

Microcomputer  Applications 

P,0 

Hybrid  Applications 

P 

Software  Development 
Services 

Contractor  Responsibility 
(P=Prime,  S=Sub,  0=Other) 

User  Requirements 

P,S 

Definition 

Systems  Design 

P,S 

Contract  Programming 

P.O 

Software  Documentation 

P 

Systems  Operation 
(GOCO) 

$200,000 


Contractor  Responsibility 


P 


Education  and 
Training 
$100,000 


Contractor  Responsibility 


P.O 


Education  and  Training  Services 


Vendor  instruction  of  user  personnel  in  operations 

Vendor  instruction  of  user  personnel  in  programming 

Instructor-led  classes  and  workshops 

Personal  tutoring  services 

User  group  workshops  and  information  sheets 
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Additional  Services 

Original  Funding 
Project  Scope 

Project  Status 


Contractor  Responsibility 
(P= Prime,  S=Sub,  0=Other) 


Communications  Planning 
Equipment  and  Systems  Evaluation 
Operations  Coordination 
Feasibility  Studies 
Management  Studies 


P 

P 

P 

P 

P 


$900,000 


Agency-issued  contract  amendments  to  increase  the  scope  of  the 
contract. 


Completed. 
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FEDERAL  PROFESSIONAL  SERVICES  PROJECT  CASE  STUDY 


Program  Name:  ADP  Omnibus  Support  Services  Contract 

Department:  Naval  Weapons  Support  Center,  Crane 

Branch:  Ordnance  Engineering  Department 


Mission  Problem/  ADP  software  development,  maintenance,  and  site  implementation 
Function:  services.  These  services  enhance  and  provide  maintenance  support  for 

the  Ordnance  Management  System  (OMS),  the  Fleet  Optical  Scanning 
Ammunition  Marking  System  (FOSAMS),  Non-Nuclear  Ammunition 
Inventory  Accuracy  (NAIA)  Program,  and  other  AIS  support  services. 


Major  Tasks  * ADP  Studies 

Performed  • Provided  development,  design,  maintenance,  documentation,  and 

training 


Contract  Information 


Type 

Amount 

Duration 

CPFF-LOE 

$71  million 

8 years 

Schedule 


RFP  Release 

Bid  Due 

Award 

Completion 

2/17/89 

7/24/89 

2/21/90 

2/20/98 
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Contractor(s) 


Company 

Function 

Prime  Contractor 

Subcontractor 

Subcontractor 

CACI,  Inc. 

CD  SI 

Concepts  (EMC) 
Engineering 

Project  management,  design,  development, 
training,  site  implementation 

ADP  security,  telecommunications 

Programming,  training,  management  site 
implementation 

Project  Components 
Overview 


Professional  Services 

Contractor  Responsibility 

(P-- Prime,  S=Sub,  0=0ther) 

Consulting  Services 

P,S 

Software  Development 

P,S 

Education/Training 

P,S 

Project  Components 
Detail 

Consulting  Services 


Contractor  Responsibility 
(P=Prime,  S=Sub,  0=0ther) 

Systems  Management 

P 

Services  Management 

P 

Technical  Project 

Assistance 

P,S 

Management  Project 
Assistance 

P,S 

Feasibility  Analysis 

p,s 

Cost-Effectiveness  Trade- 
Off  Studies 

P,s 
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Software 

Development 

$10,000,000 


Applications  Developed/ 
Modified 

ContractorResponsibility 
(P=Prime,  S=Sub,  0=Other) 

Unify 

P 

UNIX 

P 

BASIC 

P,S 

Software  Development 

Contractor  Responsibility 

Services 

(P= Prime,  S=Sub,  0=Other) 

User  Requirements  Definition 

P 

Systems  Design 

P 

Contract  Programming 

P,S 

Software  Documentation 

P,S 

Education  and 
Training 
$8,000,000 


Contractor  Responsibility 


P,S 


Education  and  Training  Services 


Vendor  instruction  of  user  personnel  in  operations 
Vendor  instruction  of  user  personnel  in  programming 
Vendor  instruction  of  user  personnel  for  maintenance 
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Original  Funding 
Project  Scope 
Project  Status 


$25  million 


Has  not  changed  since  contract  award. 


Client  is  currently  assessing  funding  versus  the  original  scope  of  work. 
The  client  is  trying  to  bring  support  in  line  with  the  annual  funding 
ceiling. 
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FEDERAL  PROFESSIONAL  SERVICES  PROJECT  CASE  STUDY 


Program  Name:  Transportation  Computer  Center 

Department:  Department  of  Transportation 

Branch:  Office  of  the  Secretary 


Mission  Problem/ 
Function: 


Support  all  aspects  of  Amdahl  computer  operations,  systems  program- 
ming, and  network  communications. 


Major  Tasks 
Performed 


• Improve  central  site  operations 

• Improve  system  reliability 

• Increase  training  availability 

• Increase  office  automation  and  LAN  presence 


Contract  Information 


Type 

Amount 

Duration 

CPAF 

$36  million 

4 years 

Schedule 


RFP  Release 

Bid  Due 

Award 

Completion 

12/86 

2/87 

4/88 

9/92 
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Contractor(s) 


Company 

Function 

Prime  Contractor 

Unisys 

ADP  Services  Support 

Subcontractor 

CBSI 

Office  Automation 

Subcontractor 

AMI 

Amdahl  Operations 

Project  Components 
Overview 


Professional  Services 


Consulting  Services 
Software  Development 
Systems  Operations 
Education/Training 


Contractor  Responsibility 
(P=Prime,  S=Sub,  Q=Other) 
P 
P 
S 
P 


Project  Components 
Detail 

Consulting  Services 
$4,000,000 


Contractor  Responsibility 
(P= Prime,  S=Sub,  0=Other) 

Systems  Management 
Consulting 

P 

Services  Management 
Consulting 

P 

Technical  Project 

Assistance 

P 

Management  Project 
Assistance 

P 

Feasibility  Analysis 

P 

Cost-Effectiveness  Trade- 
Off  Studies 

P 
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Software 

Development 

$10,000,000 


Systems 

Operations 

$1,100,000 


Education  and 

Training 

$1,500,000 


Original  Funding 


Project  Scope 
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Applications  Developed/ 

Modified 

Financial  Systems 

Invoice  System 

Office  Automation  Systems 

Presentation  Systems 


Contractor  Responsibility 
(P=Prime,  S-Sub,  0=Other) 

P ~ 

P 

P 

P 


Software  Development 
Services 

User  Requirements  Definition 
Systems  Design 
Contract  Programming 
Software  Documentation 


Contractor  Responsibility 
(P=Prime,  S=Sub,  0=Other) 
P 
P 
P 
P 


Contractor  Responsibility 


S 


Contractor  Personnel  to  manage  client  facilities:  40 


Contractor  Responsibility 


S 


Education  and  Training  Services 


Computer-aided  instruction 

Computer-based  education 

Vendor  instruction  of  user  personnel  in  operations 

Vendor  instruction  of  user  personnel  in  programming 

Documentation  services 


$18,000,000 


The  agency  modified  the  statement  of  work  to  increase  the  project  scope. 
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FEDERAL  PROFESSIONAL  SERVICES  PROJECT  CASE  STUDY 


Program  Name:  Facilities  Management 

Department:  Justice 

Branch:  Immigration  and  Naturalization  Service 


Mission  Problem/  Generate  alien  identification  cards,  maintain  records,  maintain  hardware, 
Function:  and  write  and  maintain  software. 


Major  Tasks 
Performed 


• Provided  secure  and  accurate  hardware  and  software  to  manufacture 
ID  cards 

• Manage  facility 


Contract  Information 


Type 

Value 

Duration 

Firm  fixed  price 

$52  million 

5 years 

Schedule 


RFP  Release 

Bid  Due 

Award 

Completion 

3/19/90 

5/18/90 

10/1/90 

9/30/95 
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Oontractor(s) 


Company 

Function 

Prime  Contractor 

Subcontractor 

Subcontractor 

EDS 

Thomson 

Chorus 

Facilities  management;  systems  integration 
Hardware,  hardware  maintenance 

Software 

Project  Components 
Overview 


Professional  Services 

Contractor  Responsibility 
(P=Prime,  S=Sub,  0=Other) 

Consulting  Services 

P,0 

Software  Development 

P,S 

Systems  Operations 

p 

Education/Training 

P,s 

Project  Components 
Detail 

Consulting  Services 
$5,000,00) 


Contractor  Responsibility 
(P= Prime,  S=Sub,  0=Other) 

Systems  Management 
Consulting 

p . 

Services  Management 

P 

Consulting 

Technical  Project 
Assistance 

P,S 

Management  Project 
Assistance 

P 

Feasibility  Analysis 

P 

Cost-Effectiveness  Trade- 
Off  Studies 

P 
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Software 

Development 

$3,000,000 


Applications  Developed/ 

Contractor  Responsibility 

Modified 

(P=Prime,  S=Sub,  0=Other) 

Data  Base 

P 

Photo  Imaging  and 

P,S 

Transmission 

Systems 

Operations 

$40,000,000 


Education  and 
Training 
$2,000,000 


Software  Development 

Contractor  Responsibility 

Services 

(P=Prime,  S=Sub,  0=Other) 

User  Requirements  Definition 

P 

Systems  Design 

P,S 

Contract  Programming 

P,S 

Software  Documentation 

P,S 

Contractor  Responsibility 


P,S 


Contractor  personnel  to  manage  client  facilities:  15 


Contractor  Responsibility 


P 


Education  and  Training  Services 


Vendor  instruction  of  user  personnel  in  operations 
Vendor  instruction  of  user  personnel  for  maintenance 
Other  documentation  services 


Original  Funding  $9,000,000 


Project  Scope  The  project  scope  did  not  change  after  the  contract  was  awarded. 
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Acquisition  Plans  1*  Characteristics  of  a Successful  Contractor 

and  Preferences 

Agencies  surveyed  in  previous  studies  showed  sharp  differences  of 
opinion  on  successful  contractor  characteristics  (see  Exhibit  IV- 1 1).  In 
particular,  civil  agencies  ranked  staff  experience  first,  while  DoD  agen- 
cies ranked  it  fifth.  Vendor  opinions  more  closely  paralleled  those  of  the 
civil  agencies. 


EXHIBIT  IV-11 


Rankings  of  Characteristics  of 
Successful  Contractors 


Ranking 

* 

Characteristic 

Civil 

Agencies 

DoD 

Agencies 

Vendors 

Price 

2 

1 

1 

Support 

4 

4 

7 

Staff  experience 

1 

5 

2 

Software  development  experience 

3 

1 

3 

Application/functional  experience 

4 

3 

6 

Federal  contract  experience 

6 

7 

4 

Agency  experience 

7 

5 

4 

‘Ranking:  1 = Most  Important,  7 = Least  Important 


In  presenting  the  choices,  INPUT  did  not  attempt  to  distinguish  between 
vendor  price  and  agency  cost.  Typically,  price  represents  the  quoted 
charges  for  performing  the  work,  while  cost  represents  the  final  payment 
requirements  of  the  agency.  However,  for  the  purposes  of  this  survey, 
the  two  terms  were  combined. 

Both  the  civil  agencies  and  the  DoD  concur  that  application/functional 
experience  is  an  important  characteristic,  whereas  vendors  consider  it  of 
lesser  importance.  Differences  in  ratings  for  federal  contract  experience 
and  agency  experience  exist  between  the  agencies  and  vendors.  Vendors 
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assigned  an  important  rating  to  both  factors,  while  the  agencies  them- 
selves gave  these  factors  the  lowest  ratings  for  importance. 

2.  Selection  Criteria 

Agency  ranking  of  selection  criteria  tends  to  change  from  one  survey  to 
the  next.  However,  the  proposed  technical  solution  usually  remains  at  the 
top  of  the  list.  Exhibit  IV- 12  shows  that  both  vendor  reputation  and  staff 
experience  ranked  ahead  of  cost.  INPUT’S  research  outside  of  this 
survey,  however,  contradicts  this  ranking.  In  particular,  most  federal 
evaluation  models  rank  cost  second,  if  not  first. 


EXHIBIT  IV-12 


Relative  Ranking  of  Criteria 
Used  in  Selecting  a 
Professional  Services  Vendor 


Selection  Criteria 

Ranking 

Proposed  technical  solution 

1 

Vendor  reputation 

2 

Staff  experience 

3 

Cost 

4 

Project  management 

5 

Cost  is  usually  ranked  first  on  low-priced  “body-shop”  type  procurements 
in  which  company  multipliers  in  the  range  of  1.3  to  1.5  are  typically  bid. 
This  means  that,  for  such  areas  as  contract  programmers  or  computer 
operators,  the  vendor  bills  the  government  for  1.3  to  1.5  times  the 
employee’s  salary.  Benefits  are  low  and  attrition,  as  might  be  expected, 
can  be  quite  high.  The  government  almost  always  awards  these  contracts 
based  on  lowest  cost,  and  then  often  regrets  the  decision  later  on.  Poor 
vendor  performance  from  low-priced,  short-term  personnel  often  costs 
the  government  more  in  the  long  run. 

For  high-level  consulting  jobs  and  other  professional  services  contracts, 
particularly  those  with  functional  specifications,  the  proposed  technical 
solution  may  indeed  rank  higher  than  cost.  The  ranking  in  Exhibit  IV-12 
reflects  the  preferences  of  the  respondent  population,  mainly  agency 
program  managers.  Contracting  officers  rarely  participate  in  surveys, 
thus  preventing  their  views  from  being  properly  represented. 
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EXHIBIT  IV- 13 


Federal  Agency  Vendor  Type  Preference  for 
Professional  Services 


Percentages 

Vendor/Organizational  Type 

Civil 

Agencies 

DoD 

Agencies 

Mainframe  manufacturer 

16 

15 

Professional  services  company 

55 

69 

Not-for-profit 

9 

8 

Software  products  vendors 

20 

8 

Total 

100 

100 

3.  Preference  for  Type  of  Vendors 

In  an  earlier  survey,  INPUT  asked  both  civil  and  DoD  agencies  which 
type  of  vendor  appears  more  desirable  for  performing  their  required 
professional  services,  as  shown  in  Exhibit  IV- 13.  Over  50%  of  the 
agencies  preferred  professional  services  vendors  and  stated  that  these 
vendors  are  more  responsive  to  meeting  a variety  of  needs  and  are  more 
knowledgeable  in  specialized  applications. 

A larger  share  of  the  civil  agencies  (larger  than  the  share  among  DoD 
agencies)  preferred  software  products  vendors.  Civil  agencies’  main 
reason  for  selection  of  this  type  of  organization  was  the  software 
vendor’s  experience  and  suitability  for  certain  types  of  professional 
service  projects. 

Presumably,  agencies  did  not  believe  that  all  service  vendors  are  capable 
in  all  areas.  Rather,  they  viewed  vendors  according  to  the  vendor’s  own 
focus  and  preferred  to  match  that  focus  to  the  requirements  of  the 
project.  Manufacturers  come  to  the  fore  when  the  professional  services 
requirements  are  closely  tied  to  a hardware  system,  professional  services 
vendors  lead  when  a total  solution  is  required,  and  software  products 
vendors  have  the  edge  when  the  services  are  tied  to  a software  package. 
Vendors  face  a Catch-22  when  a niche  product  is  required,  but  the  niche 
product  may  preclude  the  vendor  from  participating  in  other  markets. 
Often,  a hardware  vendor  teams  with  one  or  more  professional  services 
firms  to  meet  agency  requirements. 
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4o  Contract  Types 

The  federal  agencies  surveyed  indicated  that  they  have  a slight  preference 
for  using  a mixture  of  types  of  contracts  for  professional  services,  as 
shown  in  Exhibit  IV- 14.  This  preferred  approach  is  a mixture  of  cost- 
plus,  fixed-price,  and  other  types  of  contracts,  including  incentive,  fixed 
labor,  and  time-and-materials  contracts.  Many  respondents  recognize  the 
inherent  difficulties  in  pricing  programming  and  analysis  projects  by 
preferring  cost  plus  contracts  in  this  area,  and  reserving  fixed-price 
contracts  for  situations  where  the  requirements  are  well  defined. 


EXHIBIT  IV- 14 


Federal  Agency  Contract  Type  Preference  for 
Professional  Services 


Contract  Type 
Preference 

Percent  of 
Respondents 

Reasons  Cited 

Cost-Plus 

6 

Research  oriented/ 
developmental  services 

Cost-Plus 
Incentive  Fee 

30 

Nonspecific  requirements 
Innovative/creativity 

More  valuable  to  agency 

Fixed-Price 

30 

Requirements  well  defined 

Reduce  government  liabilities 
Government  retains  control 

Mixed/Other 

34 

Depends  on  type  of  service 

Time  and  materials  gives  flexibility 

Agencies  were  also  queried  on  the  future  use  of  Multiple  Award  Basic 
Ordering  Agreements  to  acquire  professional  services  (see  Exhibit  IV- 
16).  Some  agency  officials  have  limited  experience  with  BO  As,  but 
expected  use  to  increase  as  a means  of  reducing  procurement  lead  time. 
GSA,  in  particular,  has  taken  the  lead  in  establishing  Systems  Engineer- 
ing and  Technical  Assistance  (SETA)  contracts.  These  are  issued  from 
both  the  regional  offices  (for  regional  coverage)  and  the  GSA’s  Office  of 
Technical  Assistance  (OTA)  in  Falls  Church,  VA  (for  national  coverage). 
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Changes  in  Agency  Use  of  Basic 
Ordering  Agreements  (BOAs) 


Change  in  BOA  Use 

Percent  of 
Respondents 

Increasing 

67 

Decreasing 

17 

Remaining  the  same 

8 

Little  experience 

8 

1.  Increases/Decreases  in  Contracting 

Past  surveys  have  shown  that  agencies  have  little  interest  in  increasing 
professional  services  contracting.  This  corresponds  with  high-level 
agency  budget  data,  as  well  as  INPUT’S  compilation  of  professional 
services  opportunities.  While  they  do  not  expect  increases  in  the  pro- 
grams they  manage,  more  programs  are  being  contracted  out.  At  any 
rate,  the  survey  data  reflect  dampening  growth  prospects  in  some 
professional  services  delivery  modes. 

2.  Transition/Conversion  to  In-House  Support 

When  a professional  services  contract  is  completed,  the  government  is 
faced  with  a choice — should  the  continued  support  be  transferred  in- 
house,  or  should  that  continued  support  be  obtained  from  a vendor?  The 
civil  agencies  preferred  to  convert  the  program  to  contractors  for  contin- 
ued support  services.  Half  of  the  DoD  agencies  surveyed  had  no  clear 
policy  and  made  a decision  based  on  the  circumstances  of  the  specific 
project. 

As  a follow-up  to  this  question,  INPUT  asked  the  government  agencies 
surveyed  to  reveal  any  plans  to  either  convert  professional  services 
contracts  to  in-house  or  to  convert  in-house  support  functions  to  outside 
contractor  support.  Exhibit  IV- 16  shows  that  while  there  are  many  more 
plans  to  convert  in-house  support  to  outside  contractor  support  than  vice 
versa,  there  is  a growing  body  of  agencies  with  plans  to  move  services 
and  support  from  contractors  to  in-house.  With  the  current  shortfall  of 
staff  and  funds,  it  may  be  that  these  plans  more  accurately  reflect  con- 
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tract  prioritizations;  that  is,  only  priority  projects  will  be  contracted  and 
other  projects  will  be  scheduled  as  time  and  money  permit. 


EXHIBIT  IV-16 


Agency  Plans  for  Conversion  of  Current 
Professional  Services  and  Support 


Percentages 

Planned  Conversion 

Civil 

Agencies 

DoD 

Agencies 

From  contractor  to  in-house  staff 

24 

30 

From  in-house  staff  to  contractor 

51 

60 

No  conversion  plans 

25 

10 

Total 

100 

100 

3.  Reasons  for  Transition/Conversion 

In  a few  reported  instances,  the  reasons  the  government  agencies  planned 
to  convert  professional  services  contracts  to  in-house  support  were  to 
reduce  costs  and  to  minimize  reliance  on  contractors.  The  DoD  was 
more  concerned  about  cost  reduction,  and  the  civil  agencies,  except  for 
NASA  and  Energy,  were  more  concerned  about  minimizing  their  depen- 
dence on  contractors.  The  application  areas  in  use  by  the  agencies  are 
primarily  those  of  a general  business  type.  In  NASA  and  Energy,  facili- 
ties and  ADP  operation  are  readily  contracted  out  to  relieve  the  scientific 
and  technical  in-house  staffs.  The  Navy  has  a program  to  bring  various 
types  of  engineering  support  in-house. 

The  reasons  the  government  agencies  planned  to  convert  in-house 
functions  to  outside  contractor  support  were  to: 

• Take  advantage  of  expertise  not  available  within  the  government 

• Balance  workloads  and  supplement  in-house  staffs 

• Reduce  costs 

• Expedite  services  to  the  public 

• Satisfy  the  requirements  of  government  policy,  in  particular  OMB 
Circular  A-76 
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Almost  all  types  of  applications  are  planned  for  conversion  to  outside 
contractor  support.  The  majority  of  the  candidate  applications  are  ad- 
ministrative in  nature.  Those  to  be  converted  to  satisfy  the  requirements 
of  OMB  Circular  A-76  are  primarily  in  the  areas  of  applications  software 
maintenance  and  operations  and  maintenance  of  hardware. 

Many  agencies  were  more  reluctant  to  contract  out  for  mission  critical 
systems,  expressing  the  need  for  better  control.  However,  NASA 
remained  a notable  exception  to  this  trend. 

4.  Factors  Affecting  Future  Use  of  Professional  Services 

From  the  perspective  of  the  government  respondents,  the  nontechnical 
factors  that  were  expected  to  affect  the  future  use  of  professional  services 
by  the  federal  government  were  the  same  for  both  defense  and  civil 
agencies,  as  shown  in  Exhibit  IV- 17.  However,  the  degree  of  impact  of 
these  factors  differs. 

Funding  issues  headed  the  list  of  concerns  for  both  civil  and  DoD  agen- 
cies, but  more  civil  respondents  mentioned  this  factor.  This  suggests  that 
civilian  agencies  were  reflecting  the  priorities  of  the  Bush  Administra- 
tion. Recent  research  has  shown  a shift  in  that  trend  toward  funding 
limitation,  reflecting  defense  budget  increases  limited  to  inflation.  Fur- 
ther, most  of  the  defense  funding  is  for  for  programs  already  in  place, 
rather  than  for  new  initiatives  and  therefore  new  opportunities. 

Directives  and  OMB  policy  factors  continued  to  be  an  issue,  with  mar- 
ginally more  civil  respondents  perceiving  a significant  impact  on  future 
use  of  professional  services.  Agency  respondents  cited  that  the  OMB 
Circulars,  especially  OMB  A- 120,  which  contains  guidelines  for  use  of 
consulting  services,  have  made  it  more  difficult  to  contract  for  profes- 
sional services.  Some  respondents  commented  that  they  are  hopeful  that 
the  proposed  revisions  to  the  FIRMR  will  clarify  the  definition  of  ADP 
support  services  and  provide  some  assistance  to  contracting  officials. 

Included  with  directives  and  OMB  policies,  GSA  policies  were  noted 
because  they  are  in  a state  of  change.  Many  respondents  believed  that 
the  General  Services  Administration  was  attempting  to  make  it  easier  for 
agencies  to  buy  services.  This  reflects  the  need  for  better  management 
within  the  federal  government  and  the  sense  that  the  current  administra- 
tion has  little  faith  in  the  ability  of  civil  servants. 

There  are,  however,  countervailing  trends.  Recent  changes  in  leadership 
at  both  GSA  and  the  House  Government  Operations  Committee  have 
signaled  a shift  in  GSA’s  policies.  GSA’s  style  of  accommodation  and 
facilitation — notable  in  the  Frank  Carr  era — is  giving  way  to  a more 
confrontational  relationship  between  GSA  and  the  agencies.  This  is 
because  of  congressional  pressure,  from  John  Conyers  and  others,  to  find 
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EXHIBIT  IV»  17 


Agency  Views  of  Factors  Impacting 
Future  Use  of  Professional  Services 


out  why  ADP  systems  overrun  their  projected  costs  and  to  ferret  out 
unfair  procurements. 

Federal  personnel  policies  were  also  identified  as  an  incentive  to  increase 
the  use  of  professional  services  firms.  Practically  all  agency  executives 
that  INPUT  interviewed  cited  difficulty  in  hiring  staff  with  strong  techni- 
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cal  credentials.  In  the  Washington  area,  at  least,  good  candidates  can 
frequently  obtain  higher  salaries  and  better  benefits  in  the  private  sector 
than  in  the  government  Many  government  employees  with  fewer  than 
15  years  of  service  are  leaving  government  Thus,  agency  executives, 
usually  with  more  than  20  years  of  service  themselves  and  looking 
toward  retirement,  must  contract  out  most  of  their  technical  support 
activities. 

Another  critical  need  exists  in  the  area  of  contract  administration.  Con- 
tracting Officers’  Technical  Representatives  (COTRs)  are  often  inad- 
equately trained  for  their  jobs.  This  leads  to  their  insecurity,  manifesting 
itself  in  two  unfortunate  ways: 

• Some  COTRs  accept  virtually  everything  the  vendor  tells  them,  leading 
to  poor  government  oversight  of  the  contracted  project,  and 

• Some  COTRs  accept  virtually  nothing  the  vendor  tells  them,  finding 
security  in  doing  everything  by  the  book.  This  often  leads  to  delays 
and  inadequate  attention  to  the  government’s  real  problems. 

GSA’s  training  initiatives  for  the  Trail  Boss  program  are  a major  step 
toward  improving  contract  administration.  Through  Trail  Boss,  agency 
executives  are  expected  to  learn,  among  other  things,  the  proper  tech- 
niques for  dealing  with  contractors.  This  knowledge  may  then  trickle 
down  to  the  staff  that  deals  directly  with  contractors  on  a daily  basis. 

The  good  COTR  is  fair,  flexible,  but  sometimes  firm.  As  agencies 
increase  their  dependence  on  professional  services  firms,  better  contract 
administration  will  likely  result. 

Agency  representatives  were  also  asked  to  identify  technical  factors  that 
would  alter  their  agency’s  professional  services  plans.  More  than  25 
factors  were  identified,  and  the  five  that  were  named  most  frequently  are 
listed  in  Exhibit  IV- 18. 

The  personal  computer  has  a two-way  effect  on  the  federal  professional 
services  market.  On  one  hand,  their  greater  functionality  and  wider 
penetration  have  increased  federal  end  user  computing,  thus  reducing  the 
need  for  contract  programmers.  On  the  other  hand,  many  agencies 
require  more  trainers  and  consultants  to  support  these  end  users.  Thus, 
while  ranking  first  in  agency  surveys,  personal  computers  are  exerting 
opposing  forces  on  the  market. 

Historically,  defense  agencies  have  installed  more  local-area  networks 
(LANs)  than  civilian  agencies.  Therefore,  it  is  not  surprising  that  de- 
fense agencies  would  rank  LANs  higher.  However,  this  is  changing, 
particular  with  some  activities  at  NASA,  Energy,  and  the  Commerce 
Department.  Therefore,  future  surveys  will  likely  show  that  more  civil- 
ian agencies  are  installing  LANs. 
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EXHIBIT  IV-18 


Technological  Factors  Affecting  Future  Government 
Spending  for  Professional  Services 


Ranking* 

Factor 

Civil  Agencies 

DoD  Agencies 

Evolution  in  use  of  personal  computers 

1 

1 

Developments  in  software 
development  and  maintenance 

2 

4 

Improvements  in  end-user  capabilities 

3 

5 

Changes  in  microcomputer  architecture 

4 

2 

Proliferation  of  LANs 

5 

3 

* Rank  based  on  frequency  of  mention  by  respondents. 


5.  Future  Suggestions  for  Improvements  to  Vendor  Services 

Agency  respondents  were  questioned  about  how  vendors  might  make 
their  professional  services  more  valuable  to  the  federal  government  over 
the  next  five  years.  As  should  be  expected,  the  replies  varied  due  to  the 
different  experiences  the  respondents  have  encountered  with  vendors  (see 
Exhibits  IV- 19  and  IV-20). 

The  responses  were  normalized  somewhat  to  present  coherent  views. 
However,  responses  from  civilian  and  defense  agencies  were  not  always 
comparable.  The  civil  agency  responses  focused  primarily  on  the  rela- 
tionships between  federal  and  vendor  personnel.  Defense  agency  com- 
ments, on  the  other  hand,  focused  more  on  the  level  of  technology  sup- 
port, in  terms  of  products,  services,  and  personnel.  Both  groups  stressed 
the  need  for  better  understanding  of  agency  needs,  suggesting  that 
vendors  need  to  empathize  better  with  their  clients. 

Agency  representatives  also  gave  responses  to  the  question  of  how 
effectively  vendors  completed  teaming  arrangements.  Respondents  were 
in  agreement  that  vendors  are  already  doing  a fair  job,  but  that  some 
improvements  could  be  made.  Shortcomings  are  in  the  area  of  acquiring 
specialization,  project  management,  and  staff  expertise.  Also  noted  are 
significant  problems  among  teaming  members  and  a lack  of  communica- 
tion with  the  government  in  the  forming  of  teams  to  respond  to  govern- 
ment needs.  In  some  cases,  agency  executives  find  themselves  in  the 
position  of  arbitrating  disputes  among  team  members. 
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EXHIBIT  IV- 19 


Civil  Agencies'  Suggestions  for 
Improvements  to  Vendor  Services 


Suggestions 

Rank* 

Increase  cooperation  and 
responsiveness  to  agency  needs 

1 

Increase  experience  of  staff 

2 

Increase  adherence  to  agency 
pricing  policy 

3 

Increase  management  skills 

4 

Increase  availability  of 
off-the-shelf  software 

5 

•Rank  based  on  frequency  of  mention  by  respondents. 


EXHIBIT  IV-2Q 


Defense  Agencies'  Suggestions  for 
Improvements  to  Vendor  Services 


Suggestions 

Rank* 

Increase  availability  of  integrated 
services 

1 

Increase  awareness  of  DoD 
standards 

2 

Increase  use  of  fourth-generation 
tools  for  development 

3 

Increase  work  force's  knowledge 
and  ability 

4 

Increase  awareness  of  agency 
requirements 

5 

•Rank  based  on  frequency  of  mention  by  respondents. 
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A 

Vendor  Participation 


Competitive  Trends 


Exhibit  V-l  displays  a profile  of  vendor  respondents  from  three  perspec- 
tives— total  corporate  revenue,  professional  services  revenue,  and  per- 
centage of  professional  services  revenue  from  the  federal  government. 
This  data  was  developed  primarily  from  earlier  survey  efforts.  The 
vendor  respondents  represented  many  of  the  largest  professional  services 
suppliers  to  the  computer  industry  as  a whole  and  to  the  federal  govern- 
ment sector. 
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EXHIBIT  V-1 


Revenue  Characteristics  of  Respondent 
Professional  Services  Vendors 


Corporate  Revenue 

Percent 

($  Millions) 

Less  than  $500  million 

38 

$500  million-$1  billion 

24 

Over  $1  billion 

38 

Professional  Services 
Revenue  ($  Millions) 

Percent 

Oto  100 

8 

100  to  250 

25 

250  to  500 

42 

Over  500 

25 

Government  Percent 
of  Professional 
Services  Revenue 

Percent  of 
Vendors 

Less  than  20% 

8 

20%  to  80% 

24 

80%  to  100% 

68 

The  vendors  surveyed  generally  sold  each  of  the  categories  of  profes- 
sional services  shown  in  Exhibit  V-2.  Revenue  distribution  parallels  the 
industry,  with  software  development  and  consulting  as  the  primary 
revenue  sources. 
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EXHIBIT  V-2 


Types  of  Professional  Services  Provided 
by  Respondents 


Category 

Proportion  of  Respondents 

Currently 

Providing 

(Percent) 

Plan  to 
Provide 
(Percent) 

Average  Percent  of 
Respondent 
Revenues 

Consulting  Services 

92 

100 

29 

Education  and  Training 

75 

83 

5 

Software  Development 

92 

100 

30 

Systems  Operations 

42 

67 

22 

Vendors  planned  to  provide  additional  professional  services  in  the  future 
in  response  to  demands  from  government  clients.  A primary  reason  for 
this  increased  demand  was  the  government’s  emphasis  on  OMB  A-76 
policy.  In  addition,  some  of  the  government  clients  preferred  a single 
contractor  to  be  responsible  for  all  aspects  of  developed  systems. 

As  depicted  in  Exhibit  V-3,  vendors  acquired  professional  service  con- 
tracts for  support  functions  (that  were  previously  performed  in-house) 
more  frequently  than  they  lost  them.  The  percent  of  contracts  gained 
from  in-house  staff  remains  roughly  the  same  as  in  an  earlier  study,  but 
the  share  of  vendors  experiencing  a loss  of  contracts  has  declined.  This 
situation  seems  to  reflect  the  agencies’  continuing  shortage  of  in-house 
staff  available  to  perform  support  services.  INPUT  expects  this  trend  to 
continue  with  more  central  design  activities  (CDA),  especially  in  defense, 
being  contracted  out. 
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EXHIBIT  V-3 


Professional  Services  Competition  from 
In-House  Government  Staff 


Vendors  Losing  Contracts 
from  In-House  Staff 


Vendors  Gaining  Contracts 
from  In-House  Staff 


20  40  60  80  100 

Proportion  of  Respondents 


Note:  Total  exceeds  100%  because  the  results  were  not  mutually  exclusive. 


As  shown  in  Exhibit  V-4,  the  experience  of  the  vendors  surveyed  is  that 
most  frequently  the  follow-on  support  for  professional  services  contracts 
with  the  government  for  design,  programming,  and  analysis  was  pro- 
vided outside  the  agency  by. the  original  vendor.  In-house  follow-on  has 
decreased  rapidly,  while  third-party  follow-on  has  kept  pace  at  approxi- 
mately the  same  amount  as  previously  reported. 


EXHIBIT  V-4 


Source  of  Follow-on  Support  for 
Professional  Services  Contracts 


Source  of  Follow-on  Support 
for  Completed  Professional 
Services  Contracts 

Proportion  of 
Respondents 
(Percent) 

In-house  by  government 

8 

Outside  agency  by  original  vendor 

77 

Outside  agency  by  another  vendor 

15 

Total 

100 
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B 

Vendor  Market 
Perceptions 


* The  type  of  work  moved  in-house  to  government  staffs  typically  ranges 
from  software  maintenance  to  consulting,  analysis,  and  systems  opera- 
tions. Applications  range  from  administrative  and  financial  systems  to 
avionics  systems  and  shipboard  computing  systems. 

• The  agencies’  primary  reason  for  moving  the  work  in-house  is  to 
involve  government  personnel  in  the  work  and  to  eliminate  reliance  of 
the  government  on  vendor  personnel  support  of  agency  work.  The 
Navy  has  embarked  on  an  ambitious  program  in  this  area.  A secondary 
reason  is  to  reduce  costs  by  minimizing  the  amount  of  effort  assigned  to 
maintain  software  systems.  Infrequently,  the  decision  to  move  the 
work  in-house  is  part  of  an  OMB  A-76  cost  comparison. 

® The  majority  of  the  follow-on  professional  services  support  provided  by 
vendors  is  for  systems  operations,  but  there  are  several  instances  of 
consulting,  software  development,  and  software  maintenance.  Applica- 
tions include  administrative  and  financial  systems;  data  bases;  ship- 
board weapons  systems;  and  environmental,  health,  and  energy  sys- 
tems. 

® Most  often  the  government  utilizes  contractors  for  follow-on  support 
because  either  the  agency  does  not  have  sufficient  staff  and/or  the 
expertise  to  perform  the  tasks,  or  an  OMB  A-76  cost  comparison 
indicates  that  contracting  is  more  cost-effective. 


1.  Advantages/Benefits  of  Contracting 

Vendors  surveyed  by  INPUT  typically  had  wide-ranging  opinions  about 
the  advantages  and  benefits  to  the  federal  government  of  using  profes- 
sional service  contracts.  Vendor  opinions  are  shown  in  Exhibit  V-5. 
Similar  agency  perceptions  were  presented  in  Exhibit  IV-9.  Agencies 
placed  more  importance  on  expertise  than  vendors,  and  considerably  less 
emphasis  on  cost  than  vendors. 

• The  ability  to  obtain  expertise  not  available  within  the  government 
agency  is  seen  as  a primary  benefit  for  the  government  in  contracting 
for  professional  services.  Vendors  believe  that  specialized  skills  are 
more  easily  obtained  by  contracting  and  that  contractors  can  change  the 
skill  mix  readily  when  the  government’s  requirements  change. 

• Lower  cost  in  achieving  results  is  also  seen  as  a primary  advantage  in 
contracting  for  professional  services.  Vendors  believe  that  the  competi- 
tive environment  allows  the  government  to  contract  for  professional 
services  in  a very  cost-effective  manner. 
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EXHIBIT  V-5 


® The  ability  to  balance  workloads  and  augment  in-house  government 
staffs  during  peak  workload  times  is  considered  an  advantage  because 
the  government  can  start  or  stop  work  without  any  dislocation  of  in- 
house  personnel.  There  is  also  an  added  cost  benefit  because  reduc- 
tion-in-force (RIF)  costs  are  avoided. 

• Expedience,  or  a means  of  getting  work  done  faster  without  the  inher- 
ent administrative  problems  of  shifting  personnel  to  perform  the  work 
in-house,  is  considered  to  be  another  significant  advantage.  Several 
vendors  believe  that  there  is  less  hassle  and  fewer  problems  associated 
with  ADP  if  the  work  is  performed  by  a professional  services  contrac- 
tor. 

• Some  vendors  believed  that  contractor  employees  are  more  motivated 
to  perform  than  government  employees. 
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2c  Disadvantages/Liabilities  of  Contracting 

The  vendor  views  of  the  disadvantages  and  liabilities  of  contracting  for 
professional  services  shown  in  Exhibit  V-6  are  somewhat  different  than 
those  expressed  by  government  agencies,  shown  in  Exhibit  IV-9. 


EXHIBIT  V-6 


• The  major  disadvantage  identified  by  the  vendors  is  associated  with  the 
actual  procurement  process.  Vendors  consider  the  government  procure- 
ment process  long  and  inflexible.  They  believe  the  government  has  a 
problem  in  evaluating  quality  versus  price,  and  there  is  always  the 
threat  of  a protest  if  the  lowest-priced  bidder  does  not  win. 


V-7 


FIFP7 


© 1990  by  INPUT.  Reproduction  Prohibited. 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990-1995 


INPUT 


• Dependence  on  the  contractor  is  considered  another  major  liability.  If 
contracting  does  not  allow  the  government  in-house  staff  to  build  its 
skills,  then  when  the  contractor  leaves,  the  expertise  leaves.  And  when 
contracts  are  recompeted,  some  loss  in  continuity  can  occur  if  the 
incumbent  is  replaced. 

• Performance  risk  is  another  liability  because  the  lack  of  government 
agency  control  over  contractor  personnel  is  a potential  problem. 

• Contract  management  is  also  considered  a significant  disadvantage. 
Some  vendors  stated  that  satisfying  the  complexities  and  legal  obliga- 
tions of  a contract  can  pose  serious  problems  through  oversight  or 
incorrect  interpretation. 

3.  Poor/Satisfactorily  Performed  Contracts 


The  factors  that  vendors  believe  affect  the  results  of  professional  services 
contracts  are  illustrated  in  Exhibits  V-7  and  V-8.  These  project  compo- 
nents were  mentioned  by  vendors  who  contributed  case  studies  for  the 
1990  update  of  this  report. 


EXHIBIT  V-7 
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EXHIBIT  V-8 


Factors  Contributing  to  Poorly 
Performed  Contracts 


a.  Satisfactorily  Performed  Contracts 

Vendors  overwhelmingly  stressed  that  the  key  to  a satisfactorily  per- 
formed professional  services  contract  is  an  understanding  of  the  client 
agency’s  needs.  Well  executed  RFPs  and  task  orders  allow  contractors  to 
respond  to  agency  expectations. 

Another  way  agencies  and  vendors  can  help  in  achieving  successful 
completed  projects  is  to  communicate  with  each  other.  Open  lines  of 
communication  throughout  a contract’s  life  cycle  create  realistic  atti- 
tudes, facilitate  improved  requirements  understanding,  and  promote  the 
vendor’s  image  in  the  agency.  Fresh  and  open  discussions  of  systems 
alternatives  contribute  to  a satisfactorily  performed  contract. 

Just  as  poor  vendor  management  skills  can  adversely  affect  a project, 
good  skills  obviously  contribute  to  completing  successful  projects. 
Thorough  work  planning,  progress  review,  project  control,  and  qualified 
and  stable  contractor  personnel  are  all  necessary  components  of  a satis- 
factorily completed  contract.  There  should  be  sufficient  contractual 
procedures,  but  they  should  not  be  overbearing. 
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If  the  agency  is  also  technically  knowledgeable  and  possesses  good 
project  management  skills,  it  can  play  an  active  role  in  monitoring  the 
contractor’s  performance  to  assure  compliance  to  the  project’s  require- 
ments and  schedule. 

b»  Poorly  Performed  Contracts 

Professional  services  contractors  are  faced  with  the  difficult  problem  of 
meeting  agencies’  expectations  when  a S.O.W.  is  incomplete  or  when  an 
RFP  does  not  specify  explicit  requirements.  Poor  specifications  tend  to 
ensure  poor  contractor  performance. 

If  vendors  possess  poor  staff  and  project  management  skills,  they  will 
have  problems  in  achieving  successful  completion  of  professional  ser- 
vices contracts.  On  the  other  hand,  contracts  that  impose  unrealistic 
administrative  procedures  and  reporting  requirements  will  also  adversely 
affect  completion  of  the  contract.  Contractors  must  strive  to  place 
personnel  with  strong  track  records  in  managing  successful  projects  and 
junior  staff  members.  A winning  team  needs  to  be  assembled.  Vendor 
project  managers  must  be  able  to  reduce  attrition  and  also  provide  for 
additional  staff  training  if  necessary.  An  unqualified  staff  will  undoubt- 
edly result  in  a poorly  performed  contract. 

When  a contractor  exceeds  budget  allocations  for  a project,  the  contract- 
ing agency  may  be  displeased  even  if  the  project’s  technical  specifica- 
tions have  been  met. 

Vendors  also  mentioned  that  the  bidding  process  itself  contributes  to 
producing  poorly  performed  contracts.  The  lower  bid  is  usually  the 
winning  bid,  which  does  not  assure  that  the  best-qualified  staff  will  be 
performing  the  project. 

4.  Differences  between  Commercial  and  Federal  Government 
Markets 

The  industry  respondents  in  an  earlier  study  were  asked  to  identify  what 
they  perceived  to  be  the  differences  between  the  commercial  markets  and 
the  federal  market  for  professional  services.  These  differences  are 
presented  in  Exhibit  V-9. 

• Based  on  frequency  of  mention,  the  greater  price  sensitivity  for  acquir- 
ing services  in  the  federal  government  was  the  most  highly  rated 
difference.  Price  is  more  of  an  issue  in  the  federal  market  due  to  the 
bidding  process,  and  also  due  to  vendors  supplying  pricing  information 
for  GS  A schedules.  The  second-most-noted  difference  was  the  com- 
plexity of  the  acquisition  process  in  the  federal  government,  compared 
to  the  purchasing  procedures  followed  in  the  commercial  market.  The 
federal  acquisition  process  is  often  lengthy  and  involves  adherence  to 
numerous  regulations. 
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EXHIBIT  V-9 


Government  versus  Commercial  Market  Differences 


Market  Differences 

Federal  Market 

Commercial  Market 

Rank* 

Greater  price  sensitivity 

Less  price  sensitivity 

1 

Complex  acquisition  process 

Simpler  purchasing  procedures 

2 

Wider  range  of  evaluation  criteria 

Narrower  basis  for  award 

3 

Lengthy  phased  development  cycle 

Shorter-term  evolution 

4 

Subject  to  greater  legal  and  economic 
constraints 

Less  rigid  legal  and 
economic  constraints 

5 

•Rank  based  on  frequency  of  mention  by  respondents. 


• Surprisingly,  pressure  on  profits  was  not  included  in  the  survey  results. 
Unlike  commodity  vendors  (hardware  and  packaged  software  vendors 
and  telecommunications  service  providers),  professional  services  firms 
are  selling  the  time  of  expert  people.  The  competitive  environment 
makes  it  difficult  to  pay  proper  salaries  in  some  contracts  and  then 
provide  the  appropriate  multiplier.  A 1988  report  cited  a government 
contract  in  which  engineers  were  receiving  $7. 29/hour  in  wages  and 
benefits.  At  that  level,  the  government  runs  the  risk  of  obtaining  little 
or  no  usable  support  from  the  contractor. 

• Another  pressure  on  profits  comes  from  cash  flow,  a particularly 
difficult  problem  in  professional  services  contracts.  Under  DCAA 
rules,  a government  contractor  may  not  bill  out  the  interest  expense 
associated  with  performing  a contract.  However,  in  many  contracts, 
agencies  withhold  10%  to  20%  of  the  incurred  expenses  until  contract 
completion.  If  a contract  runs  more  than  a year  and  represents  more 
than  $100,000  in  billings,  cash  flow  problems  can  arise.  This  may 
discourage  some  small  vendors  from  bidding  on  otherwise  excellent 
government  opportunities. 
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5.  Vendor  Perceptions  of  Agency  Opportunities 

Professional  service  vendors  differ  as  to  which  agencies  they  believe 
provide  the  most  attractive  opportunities.  Some  vendors  have  narrowed 
their  federal  government  marketing  to  only  the  DoD  agencies  or  selected 
civil  agencies,  while  other  vendors  serve  both. 

Exhibit  V-10  shows  that  69%  of  the  vendors  conducted  business  with 
both  the  DoD  and  civil  agencies.  This  percentage  will  increase  over  the 
next  few  years  as  more  DoD  vendors  seek  to  expand  their  businesses  to 
the  civil  side  to  offset  declining  defense  spending.  Frequent  departmen- 
tal targets  include  Treasury,  NASA,  Health  and  Human  Services,  En- 
ergy, and  Transportation. 


EXHIBIT  V-10 


Vendor  Perception  of 
Agency  Opportunities 
for  Professional  Services 


Agency  Opportunities 

Percentage 

DoD  and  civil  agencies 

69 

DoD  agencies  only 

23 

Civil  agencies  only 

8 

Over  20%  of  the  respondents  serve  only  the  defense  agencies.  The 
smallest  share  of  vendors  concentrate  their  professional  service  business 
within  the  civil  agencies. 

In  general,  professional  services  vendors  have  not  noticed  agencies 
favoring  contractor  assistance  for  specific  types  of  applications  develop- 
ment or  customization.  Vendors  contributing  to  the  1990  report  noted 
that  agencies  tend  to  seek  contractor  assistance  when  applications  require 
a high  level  of  technical  expertise  to  develop.  Only  the  applications 
areas  of  logistics  and  financial  software  were  cited  by  a small  percentage 
of  respondents,  as  shown  in  Exhibit  V-l  1. 
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EXHIBIT  V-11 


Application  Types  Contracted  to 
Professional  Services  Vendors 


Application  Types 

Percent  of 
Responses* 

No  Norm 

86 

Logistics 

14 

Financial 

14 

* Percentages  do  not  add  to  100%  due  to 
multiple  responses. 


6.  Satisfaction  Level 


Vendors  were  asked  what  their  perceptions  were  regarding  the  general 
level  of  satisfaction  of  government  agencies  with  the  performance  of 
professional  services  contractors.  The  results  are  presented  in 
Exhibit  V-12. 

Vendors  believe  the  federal  government  is  reasonably  satisfied  with 
vendor  responsiveness  to  agency  needs  and  quantity  and  quality  of  work. 
However,  the  satisfaction  levels  themselves  given  by  the  vendors  are  not 
very  high.  For  several  factors — notably  cost  and  delivery  schedule — 
vendors  consider  the  government  satisfaction  level  relatively  low  indeed. 

This  represented  a fundamental  problem  for  professional  services  ven- 
dors. Many  of  the  vendors  surveyed  offered  the  comment  that  there 
needs  to  be  increased  emphasis  on  holding  down  costs  and  on  timely 
delivery  of  the  products  and  services. 

In  contrast,  however,  the  contractors  that  provided  case  study  material  for 
the  1990  report  believe  that  agencies  are  extremely  satisfied  with  the 
results  of  contractors’  efforts  on  their  projects.  The  case  studies  exempli- 
fied achievable  tasks  and  the  breadth  of  services  provided  by  the  contrac- 
tors. (see  Exhibit  V- 13). 
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EXHIBIT  V-12 


EXHIBIT  V-13 


Vendor  Perception  of  Agency  Satisfaction 
with  Case  Study  Examples 


Rating  (1-5)* 

Percent  of  Respondents 

5 

58 

4 

33 

3 

8 

* Rating  based  on  1-5  scale,  where  5 = extremely 
satisfied  and  1 = not  satisfied  at  all. 
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Vendor  Contracting  1.  Available  Contracting  Vehicles 
Views 


Vendors  provide  professional  services  to  the  government  under  a variety 
of  contract  types. 

* Cost-plus  contracts  provide  for  vendor  costs  to  be  paid  and  a fee  added 
that  is  either  negotiated  at  the  time  of  award  (cost-plus-fixed-fee)  or 
based  upon  the  performance  of  the  contractor  in  satisfying  the  contract 
requirements  (cost-plus-award-fee).  Cost-plus  contracts  regulate  the 
margin  of  profit  allowed,  but  clearly  place  the  risk  of  overall  cost  with 
the  government. 

* Fixed-price  contracts  commit  vendors  to  perform  and  complete  a 
contract  at  a predetermined  price  ceiling.  To  a significant  extent,  the 
profitability  associated  with  a fixed-price  contract  is  dependent  upon 
the  vendor’s  ability  to  accurately  appraise,  in  advance,  the  cost  of 
providing  services.  Managing  fixed-price  contracts  successfully  re- 
quires an  extremely  well  written  and  detailed  statement  of  work  and 
project  scope.  The  risk  of  completion  is  placed  on  the  vendor. 

* Level  of  effort  (LOE)  or  time  and  materials  (T&M)  contracts  provide 
for  a fixed-price  hourly  billing  rate  for  the  various  labor  categories  to 
be  applied  to  a contract  plus  reimbursement  by  the  government  for 
travel,  supplies,  equipment,  and  other  materials  required  to  satisfy  the 
terms  of  the  contract  The  primary  variable  is  the  number  of  hours  of 
each  category  to  be  used  in  performing  assigned  tasks.  In  many  com- 
petitive situations,  vendors  are  required  to  combine  their  contracts  with 
a “not-to-exceed”  clause  that  essentially  imposes  cost  ceilings  on  the 
contract. 

2.  Preferred  Contract  Types 

In  earlier  studies,  vendors  more  clearly  preferred  a mixture  of  contract 
types  in  order  to  minimize  their  financial  risks.  However,  as  shown  in 
Exhibit  V-14,  vendors  now  indicate  a stronger  preference  for  fixed-price 
contracts. 

Adhering  to  fixed-price  contracts  has  several  implications  for  vendors. 
Vendors  have  shifted  their  contract  preferences  because  they  expect  to 
experience  decreasing  profit  margins  and  therefore  will  need  to  more 
accurately  assess  their  costs  of  doing  business  and  trim  operations  where 
possible.  Furthermore,  vendors  were  of  the  opinion  that  the  DoD  was 
attempting  to  limit  the  profits  made  by  contractors. 

A number  of  vendors  classified  LOE  and  T&M  contracts  as  fixed-price 
since  each  hourly  billing  rate  is  fixed  for  the  duration  of  the  contract.  As 
noted  earlier,  however,  the  federal  government’s  general  preference  for 
overall  lowest  cost,  or  price,  has  led  to  a number  of  vendors  offering  bids 
with  unpaid  overtime  or  minimum  wages  for  some  technical  levels. 
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EXHIBIT  V-14 


Vendor  Preference  for  Contract  Type  for 
Professional  Services 


Preferred  Contract  Type 

Percentages 

Vendors 

Agencies 

Cost-plus/cost- 
plus  incentive  fee 

23 

36 

Fixed-price 

47 

30 

Mix 

23 

24 

Other 

7 

10 

The  vendors  were  also  evenly  split  in  their  preference  for  cost-plus  and  a 
mix  of  contracts.  Vendors  will  continue  to  prefer  a mixture  of  types  of 
contracts  in  order  to  minimize  their  financial  risk.  This  particularly 
applies  to  programming  and  analysis  contracts  where  the  financial  risks 
are  substantial. 

Industry  respondents  were  also  exploring  opportunities  to  provide  profes- 
sional services  to  federal  agencies  under  Multiple  Award  Schedule  Basic 
Ordering  Agreements.  Fifty  percent  of  all  the  respondents  surveyed  in 
the  1989  study  were  providing  services  under  BO  As.  Contracts  men- 
tioned included  FEDSIM,  GSA,  Energy,  and  DoD. 

Half  of  the  respondents  in  the  1990  update  felt  that  SETA  contracts  are 
the  best  contracting  vehicles  for  acquiring  professional  services,  as 
shown  in  Exhibit  V-15.  According  to  the  vendors,  the  users  cannot  attain 
the  technical  proficiency  or  the  experience  in  various  technical  areas  that 
a systems  engineering  firm  can.  SETA  contracting  is  appropriate  for 
those  contracts  with  loosely  defined  requirements — it’s  a more  flexible 
vehicle  for  the  agency  and  for  the  contractor.  It  can  also  be  a poor 
vehicle  because  it  limits  access  to  specialized  workers  that  may  be 
required  for  high-level  studies. 


V-16 


© 1990  by  INPUT.  Reproduction  Prohibited. 


FIFP7 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990  1995 


INPUT 


EXHIBIT  V-1 5 


Vendor  Perception  of  SETA  Contracting  for 
Professional  Services 


Perception 

Percent  of 
Respondents 

Reasons 

Best  contracting  vehicle 

50 

* Flexible 

Poor  contracting  vehicle 

25 

* No  access  to  high-level 
skill  sets 

No  Opinion 

25 

3.  Characteristics  of  a Successful  Contractor 


As  shown  in  Exhibit  V-1 6,  the  vendors  ranked  price,  staff  experience, 
and  software  development  experience  as  the  three  most  important  charac- 
teristics of  a successful  contractor. 

Support  and  hardware  experience  were  rated  as  the  least  important  of  all 
characteristics  by  the  vendors.  As  previously  noted,  these  characteristics 
were  reported  by  government  respondents  as  important  in  winning  a bid. 
This  incongruence  needs  to  be  addressed. 

One  reason  for  the  divergence  of  opinion  was  that  agency  respondents 
were  looking  at  the  situation  after  the  bid  had  been  awarded,  whereas 
contractor  respondents  were  primarily  oriented  toward  getting  the  busi- 
ness rather  than  operating  the  contract.  However,  vendors  should  empha- 
size their  support  capabilities  and  experience  in  their  bids.  Unfortunately, 
it  is  INPUT’S  experience  that  most  professional  service  vendors  cannot 
provide  evidence  of  customer  satisfaction  since  they  do  not  carry  out 
systematic  surveys  in  this  area.  INPUT’S  own  surveys  often  return 
unexpected  results,  especially  in  highly  focused  areas. 
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EXHIBIT  V»16 


4.  Perception  of  Most  Attractive  Product  or  Service 


Vendors  were  asked  which  of  their  company’s  professional  services  or 
product  capabilities  they  thought  agencies  found  most  attractive.  The 
responses  ranged  from  the  specific  categories  of  professional  services 
under  study  in  this  report  and  extended  to  other  products  or  services 
related  to  the  vendors’  areas  of  expertise  (see  Exhibit  V-17). 
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EXHIBIT  V-17 


Vendor  Ranking  of  Attractive  Products 
and  Services  to  Government  Agencies 


Products/Services 

Rank* 

Software  development 

1 

Consulting 

2 

Project  management 

3 

Financial  systems 

4 

Support 

5 

•Rank  based  on  frequency  of  mention  by  respondents. 


Vendors  believe  that  software  development  is  most  attractive  because: 

* Most  agencies  are  reluctant  to  use  prepacked  solutions — a situation  that 
may  now  be  changing. 

* Qualified  in-house  technical  staff  are  always  in  short  supply. 

The  presence  of  financial  systems  is  interesting,  possibly  reflecting  the 
growing  interest  in  standardization  being  promulgated  by  the  Joint  Finan- 
cial Management  Improvement  Program.  This  item,  which  is  an  applica- 
tion area,  does  not  fit  with  the  other  four,  which  are  functional  areas.  For 
example,  a financial  systems  contract  could  involve  software  develop- 
ment, consulting,  project  management,  or  support. 

5.  Selection  Criteria 

Vendors  need  to  better  understand  and  respond  to  the  criteria  used  by  the 
government  in  selecting  a vendor  for  professional  services.  As  shown  in 
Exhibit  V-18,  vendor  respondents  considered  the  proposed  technical 
solution  the  number-one  selection  criterion. 

As  noted  in  Exhibit  IV- 13,  an  earlier  survey  of  agencies  did  not  concur 
with  the  vendor  perceptions,  except  in  the  area  of  proposed  technical 
solution.  Many  vendors  noted,  however,  that  the  technical  solution  is 
usually  the  entrance  ticket  to  a price,  not  a cost,  “shoot-out,”  where  either 
the  preferred  or  lowest-priced  vendor  wins. 
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EXHIBIT  V-18 


Vendor  Perception  of  the  Importance  of  Contractor 
Selection  Criteria  to  Federal  Agencies 


Selection  Criteria 

Ranking* 

Vendor 

Agency 

Proposed  technical  solution 

1 

1 

Cost 

2 

4 

Vendor  reputation 

3 

2 

Project  management 

4 

5 

Staff  experience 

5 

3 

‘Rank  based  on  frequency  of  mention  by  respondents. 


D 

Trends  1.  Increases/Decreases  in  Professional  Services 

A majority  of  the  vendors  surveyed  predicted  an  increase  in  the  amount 
of  professional  services  work  with  the  government  over  the  next  two  to 
five  years,  as  shown  in  Exhibit  V-19. 


EXHIBIT  V-19 


Vendor-Expected  Change  in  Contracting 
for  Professional  Services 


Professional  Services 
Category 

Percent  of  Respondents 

Average  Change* 
(Percent) 

Expected 

Increase 

Expected 

Decrease 

No 

Change 

Consulting  services 

46 

8 

46 

30 

Education  and  training 

31 

- 

69 

7 

Software  development 

38 

8 

54 

30 

Systems  operations 

39 

- 

61 

25 

'Change  over  the  next  five  years,  GFY  1988-1992. 
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The  majority  of  the  vendors  surveyed  do  not  view  the  government’s 
increased  use  of  packaged  software  as  hindering  the  professional  services 
market.  The  respondents  are  of  the  opinion  that  there  will  still  be  ample 
opportunities  for  modification,  installation,  and  training  by  professional 
service  vendors.  Furthermore,  vendors  commented  that  the  federal 
agencies  do  not  have  the  necessary  in-house  expertise  to  perform  many  of 
the  software-related  services. 

In  the  1988  study  industry  respondents  were  also  asked  their  opinion  on 
whether  the  government  would  increase  its  procurement  of  System 
Engineering/Technical  Assistance  (SETA).  Eighty-four  percent  of  the 
respondents  felt  that  the  government  would  increase  its  contracting  for 
SETA  due  to  the  lack  of  federal  personnel  to  accomplish  these  tasks. 
Vendors  noted  that  some  of  the  SETA  awards  may  become  part  of  other 
larger  contracts  at  agencies. 

2c  Factors  Affecting  Government  Spending 

Vendors  surveyed  by  INPUT  suggested  numerous  factors  that  could 
increase  or  decrease  federal  government  spending  on  professional  ser- 
vices in  the  next  five  years.  INPUT  grouped  these  factors  into  the  four 
categories  presented  in  Exhibit  V-20. 


EXHIBIT  V-20 


Ranking  of  Factors  Affecting  Future  Government 
Spending  for  Professional  Services 


Factor 

Rank* 

Positive  or  Negative  Effect 

Budget  changes  (authorization, 
appropriation,  apportionment) 

1 

Negative 

Government  personnel  availability 

2 

Positive 

Regulatory  policy  changes 

3 

Positive 

Price 

4 

Negative 

*Rank  based  on  frequency  of  mention  by  respondents. 


• The  most  frequently  mentioned  factor  was  the  effect  of  budget  cuts  and 
changes  in  authorization  and  appropriations  on  professional  services 
spending. 
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* The  availability  of  government  personnel  was  also  considered  an 
important  factor.  Included  in  this  is  not  only  the  shortage  resulting 
from  congressionally  imposed  limits  on  agency  staffing,  but  also  the 
lack  of  sufficient  numbers  of  specialists  and  managers  in  newer  IRM 
technology  within  the  government.  Due  to  a lack  of  experienced 
personnel,  agencies  will  be  forced  to  seek  the  services  of  vendors. 

* Regulatory  policy  changes,  in  particular  OMB  A-76  and  OMB  A- 130, 
are  considered  to  be  important  influences.  Circular  A-76  recommends 
the  use  of  the  private  sector  by  federal  agencies  for  services,  and  A- 130 
agency  guidelines  create  more  opportunities  for  professional  services 
vendors. 

* The  cost  of  acquiring  professional  services  was  mentioned  as  a pos- 
sible negative  factor  affecting  future  use  of  services  by  agencies.  The 
more  expensive  a product  or  service  is,  the  less  likely  it  will  be  pur- 
chased. 

3.  Industry  Trends  Affecting  Vendor  Revenue 

The  factors  that  vendors  believe  will  impact  their  professional  services 
revenues  were  numerous  and  varied.  INPUT  listed  the  responses,  in 
order  of  frequency  mentioned,  in  Exhibit  V-21. 


EXHIBIT  V-21 


Ranking  of  Industry  Trends 
Affecting  Revenue  in  the 
Federal  Market 


Industry  Trends 

Rank* 

New  technology 

1 

Industry  standardization  efforts 

2 

Increased  competition  due  to  CICA 

3 

Consolidation  of  contracts 

4 

*Rank  based  on  frequency  of  mention  by  respondents. 


• Federal  agencies  are  demanding  the  benefits  of  new  technology  in 
hardware,  software,  languages,  and  associated  peripherals.  Outside 
services  will  be  needed  to  allow  agencies  to  be  more  efficient  in  their 
use  of  new  technological  products. 


V-22 


© 1990  by  INPUT.  Reproduction  Prohibited. 


FIFP7 


FEDERAL  PROFESSIONAL  SERVICES  MARKET,  1990-1995 


INPUT 


The  impact  of  changing  technology  on  vendors  of  professional  services 
was  explored  further  in  the  1989  update  (see  Exhibit  V-22).  Vendors  are 
forced  to  continually  acquire  additional  technological  expertise  to  keep 
up-to-date  with  new  hardware  and  software  products.  They  must  be  more 
flexible  to  offer  a myriad  of  technical  solutions  to  clients  problems.  The 
availability  of  enhanced  programmer  tools  and  “revisable  software 
solutions”  increases  programmer  productivity  and  reduces  the  associated 
costs  to  the  government.  The  impact  is  seen  in  actual  costs,  not  in  how 
vendors  interface  with  agencies. 


EXHIBIT  V-22 


Impact  of  Technology  on 
Professional  Services  Vendors 


Impact 

Percent  of 
Responses 

Acquire  more  technical  expertise 

57 

Increase  responsiveness 

43 

Increase  programmer  productivity 

14 

Impacts  cost 

14 

• Professional  services  opportunities  will  also  increase  due  to  emerging 
federal  standards.  Outside  contractors  will  be  sought  to  provide  assis- 
tance in  designing  new  systems,  and  connecting  existing  systems  in 
adherence  to  federal  standards. 

• The  Competition  In  Contracting  Act  (CICA)  was  designed  to  bring  fair 
and  open  competition  to  the  contract  award  process.  Opening  the 
market  to  a greater  number  of  vendors  was  believed  by  the  respondents 
to  be  a major  force  shaping  their  future  revenues.  It  prevents  sole- 
source  awards,  and  presents  more  opportunities  for  vendors.  Several 
vendors  noted  that  some  new  entrants  appear  to  be  niche  players. 

• Respondents  expressed  concern  over  the  increase  in  the  number  of 
consolidated  contracts  by  agencies,  although  this  is  not  truly  an  industry 
trend  . By  creating  an  easier  procurement  process  for  agencies  to 
secure  services,  the  federal  government  has  decreased  the  number  of 
different  opportunities  for  contractors  and  fostered  more  intense  com- 
petition among  vendors. 
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4c  Technology  Trends 

In  an  earlier  study,  67%  of  the  vendors  were  qualified  in  Ada,  as  shown 
in  Exhibit  V-23.  These  same  vendors  did  not  report  having  a great  deal 
of  contract  work  that  required  the  use  of  this  Ada  expertise.  Another 
19%  reported  that  they  are  planning  to  become  qualified  in  Ada  when  it 
is  required  in  order  to  acquire  contracts  for  professional  services  work. 


EXHIBIT  V-23 


Current  and  Planned 
Vendor  Qualification  in  Ada 


Status 

Percent  of 
Respondents 

Vendors  currently  qualified  in  Ada 

67 

Vendors  planning  to  become  qualified 

19 

Vendors  with  no  current  plans  for  Ada 

14 

Total 

100 

Industry  representatives  were  also  asked  to  identify  those  technological 
factors  that  would  alter  the  federal  government’s  spending  for  profes- 
sional services.  The  factors  named  most  frequently  are  listed  in 
Exhibit  V-24. 

• The  increase  in  optical  disk  storage  system  capabilities  was  most 
frequently  cited  by  the  vendors  as  having  a strong  impact  on  future 
professional  service  acquisitions.  Agencies  are  already  seeking  to 
procure  these  optical  disk  storage  systems  as  they  attempt  to  upgrade 
their  major  information  systems.  Strong  and  continuing  consulting 
support  is  needed  to  assist  agencies  in  taking  advantage  of  these  sys- 
tems. 

« Artificial  intelligence  is  gaining  in  usage  in  tactical  situations,  auto- 
mated planning,  and  support  applications  throughout  the  DoD.  Large- 
scale  information  processing  is  the  principal  area  of  applications  for  AI 
as  it  is  developing  in  the  civilian  agencies. 

* Standards  are  being  established  through  a consensus  of  federal  regula- 
tory and  standards  organizations,  industry  organizations  such  as  ANSI 
and  IEEE,  and  the  vendor  community.  Progress  toward  development 
of  OSI  standards  is  being  realized  through  the  recent  cooperation  of 
U.S.  industry  and  governmental  efforts.  OMB  is  considering  mandat- 
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EXHIBIT  V- 24 


E 

Recommendations 


ing  the  use  of  OSI-compatible  systems  throughout  the  federal  govern- 
ment. The  issuance  of  a government- wide  policy  for  OS  I would  help  to 
aggregate  the  market  and  establish  consistency  with  commercial  prod- 
uct development. 


Vendor  Ranking  of  Technological  Factors 
Affecting  Future  Government  Spending 
for  Professional  Services 


Factor 

Rank* 

Increase  in  optical  disk  storage 
capabilities 

1 

Developments  in  artificial  intelligence 

2 

Standardization  efforts 

3 

Developments  in  interface  capabilities 

4 

Increase  in  use  of  supercomputers 

5 

Telecommunications  developments 

6 

Increased  use  of  fiber  optics 

7 

‘Rank  based  on  frequency  of  mention  by  respondents. 


Vendors  should  resign  themselves  to  the  fact  that,  while  program  manag- 
ers may  prefer  incentive  contracts,  most  contracting  officers  will  prefer  to 
do  business  on  a fixed-price  basis.  Vendors  need  to  find,  and  put  into 
practice,  methods  of  pricing  and  managing  professional  services  contracts 
that  allow  them  to  minimize  the  risk  of  poor  performance  on  a fixed-price 
basis,  or  they  will  not  be  able  to  compete  successfully  in  the  government 
marketplace.  To  minimize  costs  and  remain  competitive,  vendors  need  to 
make  maximum  use  of  automated  tools  to  increase  their  productivity. 
Exhibit  V-25  addresses  this  recommendation  and  those  that  follow. 

Given  the  various  federal  consolidation  and  standardization  initiatives, 
such  as  GOSIP,  any  service  that  stresses  standards  or  interoperability  will 
likely  fare  well.  For  example,  at  this  writing  only  three  companies — 
AMS,  CDSI,  and  KPMG  Peat  Marwick — offer  financial  software  pack- 
ages that  comply  with  JFMIP  Core  requirements.  These  companies  are 
obtaining  significant  professional  services  business  in  connection  with 
these  packages. 
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EXHIBIT  V-25 


Recommendations 

• Maximize  pricing  strategies 

• Comply  with  federal  standards 

• Vertically  penetrate  agency  customers 

• Maintain  positive  reputation 

• Direct  marketing  efforts  to  reflect  political 
emphasis  on  programs 

• Capitalize  on  specialized  expertise 

• Target  markets 


Vendors  should  vertically  penetrate  potential  agency  customers  to  better 
understand  the  agency  mission  and  functions  and  to  solve  the  agency 
problems,  not  modify  the  problem  to  meet  an  available  solution.  Much 
can  be  accomplished  by  stressing  the  benefits  to  the  customer,  rather  than 
the  benefits  of  the  service.  While  this  appears  to  contradict  some  earlier 
stated  agency  opinions,  the  need  to  empathize  with  agency  customers  is 
frequently  seen  as  desirable. 

Vendors  should  also  be  aware  that,  especially  in  the  civil  agencies,  their 
reputation  is  an  important  factor  in  winning  work  with  an  agency.  The 
government  is  a small  community,  and  a questionable  reputation  with 
one  agency  can  impede  getting  work  in  another.  Overcoming  a poor 
reference  can  take  a long  time.  It  is  extremely  important  that  vendors 
regularly  and  systematically  survey  their  agency  customers  to  determine 
problems,  satisfaction  levels,  trends,  and  opportunities.  This  should  not 
be  done  through  the  field  staff  but  by  a central  organization.  In  at  least 
part  of  the  survey,  an  independent  third  party  should  be  employed  to 
prevent  biases  and  provide  objective  standards. 

Vendors  can  make  more  effective  use  of  their  marketing  budget  if  they 
emphasize  their  marketing  in  areas  that  are  politically  popular.  In  elec- 
tion years.  Congress  reacts  to  programs  that  gain  or  hold  votes.  In 
presidential  election  years,  budgets  are  more  likely  to  emphasize  domes- 
tic issues  than  technology  or  defense. 
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The  surveys  of  government  agencies  revealed  projected  increases  in  the 
amount  of  future  contracting  for  systems  operations.  In  addition,  similar 
increases  are  projected  for  software  development.  This  type  of  work 
requires  specialized  expertise  that  not  all  vendors  possess;  however, 
vendors  that  do  should  ensure  that  they  take  advantage  of  this  potential 
growth  area.  These  areas  may  not  always  be  as  attractive  as  developing 
state-of-the-art  systems,  but  they  are  less  risky  and  often  financially  more 
rewarding. 

Opportunities  for  involvement  with  the  increasing  number  of  government 
supercomputer  installations  will  require  new  programming  and  engineer- 
ing skills  that  closely  match  the  proposed  areas  of  application.  Vendors 
interested  in  this  submarket  need  to  carefully  research  the  target  to  ensure 
future  business  prospects. 
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A 

Future  Programs 


, v.v  •.<•••.  V.  ••  V.V. 


Professional  Services  Opportunities 


Funding  for  professional  services  is  provided  in  several  budget  categories 
of  federal  government  agencies. 

• Both  support  and  direct  investigation  may  be  funded  by  research  and 
development  (R&D)  elements. 

- Direct  investigation  may  be  identified  in  the  R & D program  descrip- 
tions. 

- Support  services  may  be  included  in  a general  support  budget  ele- 
ment. 

• Professional  services  acquired  through  procurement  funding  may  be 
separately  identified  or  included  in  an  overall  information  system 
acquisition. 

• Professional  services  oriented  toward  systems  operations  (facilities 
management)  will  not  be  specifically  identified  within  O&M  or  admin- 
istrative budget  elements  of  the  agencies. 

Most  medium  and  smaller  professional  services  projects  and  tasks,  valued 
at  less  than  $2  million,  are  rarely  identified  in  agency  budget  documents, 
unless  specifically  related  to  an  information  technology  R&D  project. 

New  professional  services  opportunities  that  are  larger  than  $1-2  million 
are  listed  in  at  least  one  of  the  following  federal  government  documents: 

• OMB/GSA  Five-Year  Plan,  which  is  developed  from  agency  budget 
requests  submitted  in  compliance  with  OMB  Circular  A-l  1 

• Agency  long-range  information  resource  plans  developed  in  response  to 
reporting  requirements  of  the  Paperwork  Reduction  Act  of  1980,  as 
amended 
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* Agency  annual  operating  budget  requests  submitted  to  both  congres- 
sional oversight  and  appropriations  committees  based  on  the  OMB 
A- 11  information 

* OMB  Circular  A-76  agency  support  services  review  schedules  for 
conduct  of  cost  comparisons  on  a site-by-site,  year-by-year  basis 

« Commerce  Business  Daily  for  specific  professional  service  opportuni- 
ties, for  qualifications  as  a bidder,  and  for  obtaining  a copy  of  the  RFP 
or  RFC 

* Five-Year  Defense  Plan,  which  is  not  publicly  available,  and  the 
supporting  documentation  of  the  separate  military  departments  and 
agencies.  Segments  usually  available  include  the  R-l  (RDT&E  Budget 
Request)  and  the  P-1  (Procurement  Budget  Request),  and  classified 
program  documentation  available  to  qualified  DoD  contractors. 

The  programs  identified  in  this  report  are  typical  of  this  market,  but  the 
list  is  not  all-inclusive. 

« Professional  services  is  the  largest  market  segment  of  the  federal 
government  and  is  expected  to  remain  so  during  the  near  future. 

* Most  professional  services  contracts  are  multiyear,  employing  options 
or  contract  modifications  to  remain  in  force  for  a given  vendor. 

* With  only  a few  exceptions,  most  services  contracts  are  limited  to  three 
to  five  years  in  duration  and  require  that  the  services  be  recompeted 
periodically. 

The  list  of  opportunities  becomes  smaller  after  FY  1991  because  new 
programs  have  not  yet  been  identified  or  initially  approved  by  the  re- 
sponsible agency.  Subsequent  issues  of  this  report  and  the  INPUT 
Procurement  Analysis  Reports  will  include  additional  programs  and 
detailed  program  information  for  FY  1991  to  FY  1995. 

All  funding  proposals  are  based  on  cost  data  of  the  year  submitted— with 
inflation  factors  dictated  by  the  Administration  as  part  of  its  policy — and 
are  subject  to  revision,  reduction,  or  spreading  to  future  years  in  response 
to  congressional  direction.  Additional  reductions  are  likely  in  FY  1991 
and  beyond  due  to  the  deficit  reduction  constraints  of  the  Gramm- 
Rudman-Hollings  Act  or  direct  Congressional  action. 
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B 

Professional  Services  Opportunities  by  Agency 


Aggncy/Program 

PAR 

Reference 

RFP 

Schedule 

FY1991-FY1995 
Funding  ("SMI 

Air  Force 

Data  Services  Contract 
for  AFAL 

V4-21 

System  Engineering 
Support  for  NORAD 
Computer  System 

Vl-30 

4/1/91 

5.0 

Enhanced  Sorts  Capability 
Assessment  Module 

V-M12 

10/1/91 

Standard  Software 
Requirements  Contracts 

I and  II 

V-l-121 

1/1/91 

3,000 

Automated  Records 
Management  System 

V-l-124 

1/1/91 

WWMCCS  Follow-on 
Maintenance  Contract 

V-l-130 

10/31/91 

600.0 

Launch  Support  Services 
Contract 

V-l-133 

10/1/91 

50.0 

Continuous  Engineering 
and  Technical  Services 

V-l-134 

3/1/91 

103.0 

Operations  & Maintenance 
of  the  Air  Force  Weapons 
Laboratory 

V-l-135 

5/1/91 

35.0 

Operations  & Maintenance 
of  Western  Space  and 
Missile  Center 

V-l-136 

4/1/91 

400.0 

SETA  for  Right  Test 
Center 

V-l-137 

10/1/91 

40.0 

Test  Range  Support 

V-l-138 

1/1/92 

325.0 
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PAR 

RFP 

FY1991-FY1995 

Aeencv/Proeram 

Reference 

Schedule 

Funding  fSMl 

Army 

Installation  Support 

Modules 

V-2-45 

High  Energy  Laser 

System  Test  Facility 

V-2-49 

1/1/91 

80.0 

Common  Hardware/Software  II 

V-2-51 

7/1/91 

2,000.0 

Information  Systems 

Software  Center — Technical 
Support 

V-2-54 

1/1/95 

116.0 

Navy 

China  Lake  Omnibus  ADP 
Support  Services 

V-3-5 

10/1/92 

105.0 

Enhanced  Naval  War- 

V-3-66 

5/1/91 

14.0 

gaming  System  Software 
Maintenance 

ADP  Support  Services 

V-3-95 

Production  Management 
Information  System 

V-3-101 

1/1/91 

Information  Engineering  II 

V-3-104 

Shipboard  Non-Tactical 

ADP  Program 

V-3-113 

9/1/92 

155.0 

Facilities  Management 
of  the  Central  Computing 

Center 

V-3-115 

2/2/94 

5.0 

ADP  Systems  Development 
and  Support  Services 

V-3-118 

10/1/93 

3.0 

Operation  and 

Maintenance  Services  for  the 

V-3-119 

10/1/91 

24.0 

Range  Data  System 
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Agencv/Program 

PAR 

Reference 

RFP 

Schedule 

FY1991-FY1995 
Funding  f$M) 

Operation/Developmental 

Support 

V-3-122 

1/1/92 

26.8 

Marine  Corps 

Marine  Air  Ground  Task 

Force  Automated  Services 

Center 

V-3A-4 

10/1/91 

Defense 

Corporate  Information 
Management 

V-4E-7 

Agriculture 

Systems  Technology  and 
Telecommunications 
Enhancement  Program 

VI-5-37 

10/1/92 

Energy 

Licensing  Support  System 

VI-7-87 

200.0 

Operations  and 

Maintenance  of  ADP  and 
Communications 

VI-7-94 

10/1/92 

13.0 

Health  and  Human  Services 

HCFA  Data  Center 

VII-8-33 

10/1/92 

9.3 

Administrative  and 

Scientific  ADP  Support 

Services 

VII- 8-41 

1/1/93 

13.0 

Interior 

Bureau  of  Land  Management 
ADP  Modernization 

Project  (ALMRS) 

VII-9-11 

4/1/91 

500.0 

Coal  Data  Management 
Information  System 

VII-9-12 
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Agencv/Program 

PAR 

Reference 

RIP 

Schedule 

FY1991-FY1995 
Funding  ($M) 

Earth  Resources 

Observation  System  Data  Center 

Vn-9-17 

4/1/91 

40.0 

Facilities  Management 

Services 

Vn-9-28 

1/1/93 

1,000.0 

Justice 

Antitrust  Office  Automation 

VII- 10- 17 

9.15 

Automated  Litigation 

Support 

VII- 10-20 

1/1/91 

120.0 

ADP  Support  Services 

VII- 10-28 

10/1/92 

7.8 

Office  Automation 

VII- 10-31 

1/1/92 

44.0 

ADP  Support  Services 

VII- 10-32 

10/1/94 

Transportation 

ADP  Support  Services 

Contract 

VII- 11-30 

1/1/92 

210.0 

Recruit  Information 

Management  System 

VII- 11-35 

1.5 

Instrument  Approach 

Procedures  Automation 

Project 

VII- 11-37 

1/31/91 

36.2 

Real-Time  Weather 

Processor  Program 

VII-1 1-39 

4/1/91 

Personnel  Management 
Information  System 

VII- 11 -40 

Treasury 

Tax  Modernization  Effort 

VII- 12-6 

296.6 

Automated  Commercial 

System 

VII- 12-51 

1/1/91 

286.5 

Data  Administration 

VII- 12-54 

2.8 
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Agencv/Proffram 

PAR 

Reference 

RFP 

Schedule 

FY1991-FY1995 

Funding 

Software  Development 
and  Operational  Support 
Services 

VII- 12-61 

10/1/92 

Corporate  Files  On-Line 
and  Corporate  Systems/ 

Mirror  Imaging 

VII- 12-66 

1/1/91 

531.2 

Expansion  of  Bureau’s 
Computer  Processing 

Capacity 

VII- 12-70 

2/1/91 

21.9 

Education 

Pell  Grant  Program 

VII- 13- 13 

10/1/92 

148.9 

Labor 

Enhanced  Federal 

Employees  Compensation 
System 

VII-9A-4 

40.2 

Contract  for  Host 

Computer  Services 

VII-9A-10 

1/1/92 

9.5 

Technical  Support 

Services 

VII-9A-12 

5/1/91 

11.1 

State 

Co-Processing  Facility 

VII-9C-2 

6/1/91 

38.7 

Office  Automation 
Recompetition 

VII-9C-6 

9/1/95 

GSA 

Multiple  Award  Schedule 
Program 

VID-14-3 

317.4 

Contract  Services 

Program 

Vin-14-10 

1,500 

PBS  Task  Order  Support 

vin-14-n 
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Agencv/Program 

PAR 

Reference 

Concept  Paper  for 

Acquisition  Automation 

VIIM4-19 

Replacement  PBS/IS 
(STRIDE) 

Vm- 14-23 

NASA 

Flight  Analysis  and 

Design  System  (FADS) 

vm- 15-53 

NASA  Occupational 

Health  Management 

Information  System 

vm- 15-70 

Program  Support — 
Communications  Network 

vin- 15-73 

Earth  Observing  System 

Data  Information  System 

vm- 15-85 

Scientific  Computer 

Operations  Programming 
and  Analysis 

Vin- 15-90 

Computational  Mission 

Services  at  MSFC 

vm- 15-91 

Technical  Support 

Services 

vm- 15-93 

Data  Communications 

Support  Services 

vm- 15-94 

White  Sands  Test 

Facility  Support 

vm- 15-95 

Veterans  Affairs 

Veterans  Benefits 

Administration  Modernization 
Plan 

vin-16-ii 

RFP  FY1991-FY1995 

Schedule  Funding  (SMI 


2/1/91  72.9 


1/1/95 

216.0 

2/1/91 

500.0 

10/1/91 

27.0 

10/1/95 

71.7 

10/1/93 

50.0 

10/1/94 

10/10/93 

170.0 

1/1/91 
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Aeencv/Proeram 

PAR 

Reference 

RFP 

Schedule 

FY1991-FY1995 
Fundins  ISMl 

Federal  Emergency  Management  Agency 

Regional  Integration 
of  the  FEMA  Financial 

System 

VIIX-18-5 

9.3 

Integration  Management 
and  Economic  Analysis 

System  (IMEASY) 

VIIM8-8 

1/1/92 

0.75 
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